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EDITOR’S NOTE 


Some months ago the Editors of THe yourNat invited the A.M.A. Chicago Chapter, to 
secure material for a Chicago issue of THE JouRNAL. The Chapter accepted the invitation and 
gave to an Editorial Committee under the Chairmanship of Mr. S. R. Bernstein, Advertising 
Age, the responsibility for carrying out the project. As a result of Mr. Bernstein’s efforts 
and the full cooperation of his committee and the membership of the Chicago Chapter, prac- 
tically all of the articles in this issue were obtained. The Editors wish to express their ap- 


preciation to the Chicago Chapter. 


MARKETING IMPLICATIONS IN THE OPA 
COMMUNITY PRICING PROGRAM 


NEAL GILLIATT 
Office of Price Administration 


Eprtor’s Notre: Mr. Gilliatt as Chief, Food Price 
Section, in the Chicago Regional Office of OPA has had 
an opportunity to participate in and observe at first hand 
the Community Pricing Program. 


ESET by a rising index of retail food 
B prices and cries from harassed gro- 
cers unable to understand a complexity of 
retail food regulations, the Office of 
Price Administration devised the so- 
called Community Pricing Program in 
the spring of 1943. The essential idea of 


this program is to translate the retail and 
wholesale ceiling price regulations for im- 
portant food items into dollars-and-cents 
prices effective in specified areas within 
which ceiling prices are generally uni- 
form. Retailers are notified of these offi- 
cial maximum prices by printed or 
mimeographed lists which are required to 
be posted in each store for the use of 
consumers. The success of this plan for 
retail and wholesale food prices has led 
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OPA to consider using the same tech- 
nique for other commodities. So far, the 
only other extensive program is for coal. 

The actual work of computing these 
prices has been delegated to the 93 dis- 
trict offices with close supervision by the 
eight regional offices. At the present time 
there are three major food programs: dry 
groceries at retail, dry groceries at whole- 
sale, and fresh fruits and vegetables at 
retail. All dollars-and-cents ceiling prices 
for foods! are now established under 
regulations which require ceiling prices 
to be computed by the addition of a 
percentage or dollars-and-cents mark-up 
to net cost. Therefore, the problem of 
determining these ceilings is essentially 
one of finding the distribution pattern 
for each item to be priced, computing the 
appropriate transportation charge, se- 
curing the necessary cost information 
and delimiting the areas of substantially 
uniform prices and brand acceptance. 

The implementation of the Commu- 
nity Pricing Program should not be over- 
looked as a storehouse of distribution 
and price information which has never 
been collected in comparable volume. 
The OPA is carrying on, in effect a con- 
tinual census of costs to retailers for a 
large number of the most important food 
items. Almost complete coverage of 
wholesalers is secured since it is not pos- 
sible to defend maximum retail prices 
computed from only a sample of whole- 
sale costs. Concurrently, analyses of dis- 
tribution channels, transportation ex- 
penses and brand preferences are being 
made. Accuracy of tinal results is de- 
manded by retailers and wholesalers 
who immediately register complaints 
when margins are cut, and by consumers 
who protest increased prices. 


1 With the exception of bread and fluid milk which 
may be included under certain conditions and which are 
covered by a “freeze”’ regulation, the General Maximum 
Price Regulation. 


Although much of this vast accumula- 
tion of cost and price data cannot now 
be released even in summary form, the 
published orders themselves contain a 
considerable amount of information usa- 
ble by marketing men. The areas of sub- 
stantially uniform prices and brands 
have created a new kind of marketing 
unit differing from both wholesale and 
retail trading areas; a new and more ac- 
curate measure of the importance of 
transportation cost is made available; 
brand shifting can be measured quan- 
titatively; the cost of purchasing in the 
major types of food stores can be com- 
pared; and variations in prices for fresh 
fruits and vegetables are easily studied. 
There are certainly other marketing im- 
plications in the published dollars-and- 
cents lists, particularly for those actively 
engaged in determining selling policies, 
but these five are at least, among the 
most important. 

No attempt has been made in this 
article to complete an analysis of any one 
of the five marketing implications just 
mentioned. It is the purpose of this arti- 
cle merely to illustrate the type of studies 
which can be prepared to guide market- 
ing students seeking source material 
from which specific questions can be 
answered. 

Although only food pricing orders 
have been explored for marketing impli- 
cations, any other such orders would 
have similar usefulness. All references in 
this discussion to specific community 
pricing orders are from the Chicago Re- 
gion (OPA Region VI) of the Office of 
Price Administration which comprises 
the seven states of Illinois, lowa, Minne- 
sota, Nebraska, North Dakota, South 
Dakota and Wisconsin and Lake Coun- 
ty, Indiana. This Region includes ap- 
proximately 19 million people, 55,000 
retail food stores and 2,600 wholesale 
food establishments. The fifteen district 
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offices in this Region have in effect (June 
1, 1944) 58 retail and 28 wholesale dry 
grocery orders, and 37 retail fresh fruit 
and vegetable orders. The dry grocery 
orders are reissued quarterly and the 
fresh fruit and vegetable orders either 
weekly (21 orders) or monthly (16 or- 
ders). 


AREAS OF UNIFORM PRICES AND 
BRANDS 


The name of the Community Pricing 
Program implies that prices are com- 
puted for each “community.” Admin- 
istratively, this is impossible; econom- 
ically, it has not been found necessary. 
The stated policy for determining the 
extent of each retail dollars-and-cents 
order is to determine the areas surround- 
ing wholesale trading centers within 
which (1) the same brands are generally 
sold and (2) transportation cost differ- 
entials do not vary ceiling prices as much 
as one cent per selling unit. Since whole- 
sale orders establish f.o.b. prices or de- 
livered prices within a free delivery 
zone, the question of delivery cost to 
retailers does not have to be considered. 

When retail community pricing orders 
were first issued, the Department of 
Commerce Wholesale Trading Area Map 
was studied in conjunction with informa- 
tion secured from wholesalers as to the 
territory covered by each in order to de- 
fine the area coverage. This technique re- 
sulted originally in 77 retail dry grocery 
areas in Region VI. By June 1, 1944 after 
a year of experience this number had 
been reduced to 58, as study showed that 
delivery cost was less important than 
had originally been thought. 

The more important of the two limita- 
tions upon the size of areas has been 
found to be that of uniform acceptance 
of brands. The large areas included 
within single orders in Minnesota and the 
Dakotas reflect the wide acceptance of 


the brands distributed by the relatively 
small number of wholesalers serving 
those states. On the other hand, there are 
many wholesalers with overlapping sales 
territories in Northwestern Illinois and 
Eastern Iowa resulting in more commu- 
nity pricing orders. 

It should be remembered that these 
areas are definitely not retail trading 
areas nor are they strictly wholesale trad- 
ing areas. The order issued for the terri- 
tory surrounding the Twin Cities in Min- 
nesota is certainly in the Twin Cities 
wholesale trading area, but higher prices 
have had to be established because of the 
delivery cost. Similarly, the scattered lo- 
cation of wholesalers in south Central 
Nebraska has made it necessary to issue 
several orders for single cities. Each or- 
der does represent as nearly as a year of 
experience and study can determine the 
territory within which a seller of dry 
groceries distributed through the cus- 
tomary wholesale channels to independ- 
ent stores can expect to find uniform 
prices and similar brand competition. 

Although administrative limitations, 
particularly the boundaries of OPA re- 
gions and districts, have affected to some 
extent the validity of the boundaries es- 
tablished, they are generally more care- 
fully worked out and tested than is possi- 
ble for most trading area maps. It can 
certainly be said, therefore, that these 
areas may be reliably used by any mar- 
keting man needing this sort of in- 
formation in determining price, sales or 
advertising policies. Maps of community 
pricing areas are not prepared for public 
distribution, but they are easily con- 
structed by plotting the area definitions 
contained in each pricing order. 

The order boundaries determined for 
the fresh fruit and vegetable program are 
less usable than for dry groceries because 
uniform price zones are constructed only 
for the larger cities with populations in 
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excess of 25,000. The rural territory is 
covered by so-called ‘“‘overriding” orders 
which establish top maximum prices and 
require all sellers to compute ceilings at 
or under the published list by the appli- 
cation of appropriate mark-ups. The am- 
plitude and rapidity of price fluctuations 
for perishable commodities make it ad- 
ministratively impossible to cover the 
entire country with a system of uniform 
price zones. However, where urban-type 
orders are in effect for fresh fruits and 
vegetables the boundary definitions have 
the same significance as those for dry 
groceries. 

Since wholesalers are generally concen- 
trated in the larger communities and 
since they have customarily maintained 
uniform delivered prices within a rela- 
tively small area (very often, just the 
city in which they are located plus ad- 
jacent suburbs), the uniform price zones 
in wholesale orders are generally smaller 
than in the retail orders and do not usu- 
ally have common boundaries with the 
next closest areas. By regulation, whole- 
salers may follow their customary prac- 
tice of charging for delivery outside the 


free-delivery zone. Ceiling Prices for 
cash-and-carry wholesalers are on an 
f.o.b. basis and are lower than the deliv- 
ered prices. A map of wholesale orders is, 
then, a map of wholesale free delivery 
zones carefully constructed community 
by community and critically examined 
by each wholesaler for accuracy.” 


IMPORTANCE OF TRANSPORTATION 
Cost 


As has been pointed out, the wholesale 
mark-up regulations permit wholesalers 
to add the transportation cost from their 
supplier in computing ceiling prices. Sim- 
ilarly, retailers may add certain delivery 
charges to the'r costs for calculating ceil- 
ings. Since dollars-and-cents prices are 
determined by adding the appropriate 
wholesale and retail mark-ups and any 
delivery expenses to the wholesalers’ net 
costs, these prices accurately reflect the 
importance of transportation cost. No 

2 In some of the larger metropolitan areas a slight 
modification of this procedure has had to be developed 
whereby the area definition includes the free delivery 
zones of the larger wholesalers but smaller establish- 


ments selling in a certain neighborhood only can main- 
tain their customary delivery charge practices. 


TasB_e I. Comparison oF CerTAIN Retait CEILING Prices 1n Group I Srores 
(June 1, 1944) 








Container 


Retail Ceilings 





St. Paul and 
Minneapolis 


Western 


Chicago Nebraska 





Canned Yellow Cling Peaches 
Del Monte 
Del Monte 
Libby 


2} tin 
24 glass 
2} tin 


Breakfast Cereals 
Cheerioats 
Kellogg All Bran 
Kellogg Corn Flakes 
Kellogg Krumbles 
Kellogg Rice Krispies 
Post Bran Flakes 
Post Toasties 
Ralston 
Wheaties 








$o.32 
-34 33 36 
31 31 -34 


$o.32 $o.33 


-14 -13 -14 
13 13 14 
.10 .I0 .10 
12 12 13 
13 13 13 
«15 15 .16 
10 .10 -10 
-14 -13 14 
12 13 13 
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similar comparison of selling prices in an 
uncontrolled market would be as accu- 
rate because of the local competitive con- 
ditions affecting selling prices. A study of 
community ceilings for this purpose 
would be biased only to the extent that 
suppliers have significantly different 
prices to wholesalers within specific geo- 
graphic areas. 

Table I gives a comparison of the ceil- 
ing prices in effect on June 1, 1944 for a 


small area including the Twin Cities, the 
immediate suburbs and a small rural ter- 
ritory in addition. A second order has 
been issued including forty counties in 
Minnesota and three in Wisconsin sur- 
rounding the Twin Cities metropolitan 
district. The price differentials between 
these two orders accurately reflect the 
average cost of delivering merchandise to 
the rural communities. 

The transportation cost analysis indi- 


Taste II. Comparison oF Retait Ceitinc Prices 1n Group I Srores BErween Twin Cities 
METROPOLITAN AND RurAt AREAS 


(June 1, 1944) 








No. of Items 


Total Cost 





Commodity ites 


Price 


Higher in Rural Area 


Metropoli- Rural 





1¢ tan Area Area 





Canned Tomatoes 18 
Packaged Dried Prunes I 
Breakfast Cereals 37 











13 . $5.35 
3 4-58 
12 ‘ 5.72 











few specific items in Chicago, St. Paul 
and Minneapolis and twelve counties in 
Western Nebraska. Prices in the Ne- 
braska order are in all cases the same as 
or higher than in the two metropolitan 
areas, reflecting higher transportation 
costs from Eastern suppliers, the expense 
of handling L.C.L. shipments in sparsely 
settled territory, and the charges made 
for delivery to retailers located at a dis- 
tance from the wholesaler. Some prices 
are higher in Chicago, others higher in 
the Twin Cities and most are the same in 
the two orders. Differences are explained 
by the relative-closeness of suppliers to 
either of the two communities. 

The price comparisons in Table II 
have, perhaps, even greater significance. 
The entire central part of Minnesota is 
serviced to a large extent by wholesalers 
located in the Twin Cities. Delivery 
charges are such that there are generally 
uniform ceiling prices within a relatively 


cates the percentage importance of frac- 
tions, particularly for low priced items. 
The canned tomato prices compared in 
Table II were all “loaded” with approxi- 
mately the same transportation cost. Yet 
18 out of 32 prices are the same in both 
orders because of the rounding off to 
even cents. A margin study of these par- 
ticular canned tomatoes would undoubt- 
edly show higher than the specific mark- 
ups allowed on the brands with higher 
prices in the rural area, and lower mark- 
ups for those with the same prices. Simi- 
larly there would be some difference be- 
tween the per unit delivery cost closer to 
the Twin Cities and in the most distant 
part of the rural order territory, but 
there would not be a variance great 
enough to change the unit price as much 
as one cent. 


SHIFTS IN BRAND DISTRIBUTION 


Changes in consumer preference for 
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specific brands has long been the subject 
of study by market analysts. In drawing 
up dollars-and-cents pricing lists for dry 
groceries, OPA district offices must make 
brand preference studies because of the 
physical limitations on the size of lists. 
Printed lists of retail prices for posting in 
stores cannot include more than 650 
items and supplementary lists prepared 
for the use of grocers are generally con- 
fined to 800 items. It has been found ad- 
ministratively uneconomical for a dis- 
trict office to handle more than 1,450 
prices, even though many more items 
should be included for thorough cover- 
age. 

Well organized and continuing brand 
preference surveys are impossible for the 
strictly limited OPA staff. Furthermore, 
the effectiveness of the program is not 
destroyed if a few good selling brands are 
omitted and some of lesser importance 
included. The general policy is to cover 
by dollars-and-cents prices the largest 
possible proportion of the typical con- 
sumer’s food purchases. This is carried 
out by selecting the important food cate- 
gories with the help of Bureau of Labor 
Statistics cost of living figures and then 
using the best possible methods for meas- 
uring relative brand importance. 

All suppliers of the food categories to 
be included are requested to submit their 
best selling items by brand and container 
size each time a new list is issued. Obvi- 
ously, these lists do not in themselves in- 
dicate the relative importance of items 
since wholesalers’ sales volumes vary 
greatly, direct selling processors almost 
always submit all items in their rela- 
tively limited lines, and suppliers’ sales 
at any one time do not necessarily repre- 
sent movement off grocers’ shelves. To 
supplement the lists provided by suppli- 
ers, grocers are checked periodically by 
the volunteer workers of the local War 
Price and Rationing Boards to determine 


what brands are actually being sold and 
at what prices. Therefore, brand selec- 
tion is based upon suppliers’ statements 
about relative sales volume and checks 
made as to the number of stores carrying 
each item. 

Table III indicates quantitatively the 
shifting of brands during the past year in 
Group I stores in Des Moines. Needless 


TasBLeE III. Branps Droppep From Group I 
Ceiiinc Price List ror Des Moines, Iowa 

















N, No. of Original ied 
0. of on Succeeding Lists 
Canned Food | Brands on 

Item May 17> | Noo. 17, | May 22, 

1943 List | 1943 1944 

Peaches 10 10 3 
Tomatoes 14 10 4 
Peas 16 1S 5 
Fruit Cocktail 6 3 3 














to say, this rapid change in the items be- 
ing sold in grocery stores has rendered 
the administration of the program much 
more difficult. 

The community pricing orders do not 
reveal the reasons for this shifting nor 
are they exact measures of consumer ac- 
ceptance for individual brands. Analyses 
of these orders will show the magnitude 
of the shift in the various types of stores, 
in different geographic centers, as be- 
tween private and national brands, and 
in different times of the year. The value 
of brand analysis from the community 
pricing orders must lie with the large 
number of brands included and the com- 
plete coverage of sellers rather than with 
any technically exact consumer prefer- 
ence data. 


Price DIFFERENTIALS AMONG 
STorE Groups 


Since the advent of the corporate chain 
and later of the super market there has 
been continuous discussion concerning 
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the actual price differentials among the 
various types of stores. To be fair to all 
groups and at the same time to achieve 
stabilized prices, the OPA was forced to 
classify retail food sellers in spite of the 
fears of some that the publicity would 
drive consumers to the low priced stores. 
(Actually small independent stores have 


store group in Chicago is given in Table 
IV, assuming that all sales are at ceiling. 
This type of study probably gives as ac- 
curate a comparison as possible without 
a field survey between prices in the vari- 
ous major types of grocery stores.’ As a 
comparison of the peace-time situation, 
this type of analysis is biased only if the 


TasB_e IV. Comparative Cost oF CertTAIN ITEMs 1n Eacu Store Group 1n Cuicaco 
(June 12, 1944) 




















i Total Cost at Ceiling Prices 
Commodity aoe of 
_— Group I Group 2 Group 3 Group 4 
Breakfast Cereals 36 $ 5.31 # 5.30 # 4.59 # 4.50 
Crackers 26 4-44 4:74 4-72 4-72 
Sugar ~ 16 4.80 4-61 4-19 4-17 
Canned Vegetables 13 2.17 2.11 1.88 1.82 
Total gI | $17.02 | $16.76 $15.38 $15.21 











shown relatively greater sales gains than 
chains or super markets.) We need not 
repeat the factors that were considered 
in determining the store groupings now 
being used nor the criticisms which have 
been leveled at these group definitions. It 
is enough to state that the margins estab- 
lished for each group were based upon an 
extensive survey conducted by the Bu- 
reau of Labor Statistics in August, Sep- 
tember and October, 1942 and that the 
group definitions are as follows: 


Group 1. Independent stores with an- 
nual gross sales of less than 
$50,000. 

Group 2. Independent stores with an- 
nual gross sales of $50,000 or 
more, but less than $250,000. 

Group 3. Stores other than independ- 
ent stores with sales of less 
than $250,000. 

Group 4. Any store with annual gross 
sales of $250,000 or more. 


The cost to the consumer of certain 
brands of four food categories in each 


margins incorporated in OPA regulations 
do not represent normal differentials. 


VARIATIONS IN FRESH FRUIT AND 
VEGETABLE PRICES 


The establishment of dollars-and-cents 
ceilings for perishable food items at retail 
is a ticklish assignment, but a necessary 
part of the price stabilization program. 
Questions of fluctuating supplies, trans- 
portation difficulties, shrinkage allow- 
ances and quality differentials delayed 
the beginning of this program until Janu- 
ary and February, 1944.‘ As has been in- 
dicated before, there are now two differ- 
ent types of retail orders for fresh fruits 
and vegetables. In urban areas, ceiling 
prices are computed weekly by adding 


§ An actual study of ceiling price differentials between 
certain group 3 and 4 stores is reported by R. B. Petten- 
gill in “Comparative Retail Grocery Ceiling Prices in 
Los Angeles,” JOURNAL OF MARKETING, Vol, VIII, No. 
2, October, 1943, pp. 145-149. 

‘ This is not to say that all problems have been re- 
solved to the satisfaction of all concerned. Experiments 
and discussion are continuing in an attempt to develop 
the fairest and most satisfactory program. 





108 


THE JOURNAL OF MARKETING 





the approximate mark-ups and delivery 
expenses to the highest typical wholesale 
selling price which prevailed during part 
of the preceding week. All other com- 
munities are covered by “‘overriding”’ or- 
ders issued monthly on the basis of the 
highest possible cost (the top ceiling) 
plus the highest delivery expense and the 
appropriate mark-ups. 


not reflected in the retail ceilings unless 
there is some change significant enough 
to warrant amending an order in the 
middle of the week. 


CONCLUSION 


In summary, the various community 
pricing programs of the Office of Price 
Administration are adding a tremendous 


Tasie V. Comparison oF Group | Reta Ceriinc Prices ror Certain PERISHABLES 
(April 27, 1944) 




















Selling Retail Ceilings 
Commodity Unit 
- Chicago Milwaukee | Des Moines | Twin Cities Omaha 
Apples (except crab 
and Ladysmith) 2 Ibs. $o.23 $o.23 $0.24 $o.24 $o.24 

Oranges, California 5 lbs. 60 .57 .60 a . 60 
Cabbage, green 2 lbs. II 12 13 12 .12 
Head Lettuce, §5’s 1 Ib. .12 12 .12 12 .12 




















Studies of prices issued under urban 
orders show not only transportation dif- 
ferences, but also variations in wholesale 
prices at the various terminal markets. 
Table V is a comparison of ceiling prices 
for four items in Chicago, Milwaukee, 
Twin Cities, Des Moines and Omaha, 
the major carlot receiving points in Re- 
gion VI. Almost all of the differences can 
be explained by transportation, showing 
that for the week studied, at least, the di- 
version or threat of diversion of supply 
to more favorably priced markets tended 
to keep prices pretty much in line. A 
similar comparison of prices on rural lists 
would be really a transportation differ- 
ential study, since the same costs and 
mark-ups are used in all rural orders. 

In addition to the development of geo- 
graphic price patterns, the urban orders 

have some usefulness as indicators of sea- 
sonal price trends. However, day to day 
fluctuations in the wholesale markets are 


—_— 


body of price and distribution channel 
information to the store of marketing 
knowledge. There are many implications 
for marketing in the published orders, 
five of which have been discussed briefly. 
The methods used in computing the dol- 
lars-and-cents ceilings in many cases are 
based upon more complete studies than 
have ever before been made. Certainly 
there has never previously been available 
retail and wholesale prices for all impor- 
tant food items by uniform price areas. 
These are wartime ceiling prices contain- 
ing all of the bias that must be expected 
in such prices, but they have been com- 
puted as accurately as is humanly possi- 
ble with both business men and consum- 
ers checking the errors. 

Academic students of marketing and 
practical executives competing for sales 
in the food market should not overlook 
this type of source material. 





THE EFFECT OF THE WAR ON RETAIL 
FOOD OUTLETS 


R. E. PATZIG 
War Food Administration 


Eprror’s Note: Dr. Patzig is Chief of the Midwest 
Regional Office of the Program Appraisal Branch, Office 
of Distribution, War Food Administration. The views 
presented in this article are those of the author and not 
necessarily those of the War Food Administration. 


HE INCREASING number of retail store 

discontinuances during the war has 
received much attention. A United 
States Department of Commerce study 
reported on “‘... how and why retail 
firms are dying and being born under war 
conditions.” The study analyzed data 
obtained from 43 retail food stores in 
eleven regions throughout the United 
States. It made no quantitative esti- 
mate of retail food store closings. A re- 
cent study on food store openings and 
discontinuances conducted by the Whole- 
salers and Retailers Branch of the Office 
of Distribution, War Food Administra- 
tion, reported store closings and open- 
ings in two urban communities.? The 
study, which was based on records ob- 
tained from wholesale grocery firms in 
Buffalo, New York, and St. Louis, Mis- 
souri, reported that 17.0 and 13.9 per 
cent, respectively, of all the retail food 
stores in these communities closed dur- 
ing the 12-month period between July, 
1942, and June, 1943. 

In spite of these studies, little authen- 
tic information is available as to store 
closings and openings during the war. 
Consequently, this survey was under- 
taken to determine the effect of the war 

1 Hicks, W. T. and Crowder, W. F., Smail Retail 
Store Mortality, Bureau of Foreign and Domestic Com- 
merce, United States Department of Commerce, 
Economic Series No. 22, June, 1943. 


* Food Store Openings and Discontinuance, War Food 
Administration, August, 1943 (Processed). 


on the number of retail food outlets and 
to investigate the economic significance 
of the changing number of retail food 
outlets. 


PROCEDURE 


Retail food store net mortality rates in 
communities issuing municipal licenses 
to stores may be determined by compar- 
ing the number of permits issued in two 
successive years. With the cooperation 
of city officials it was possible to obtain 
the number of retail food store licenses 
issued in Chicago, Illinois, for the period 
of 1924 to 1943; in Cleveland and Cincin- 
nati, Ohio; Milwaukee, Wisconsin; De- 
troit, Michigan; and Minneapolis, Min- 
nesota, for the period of 1929 to 1943. 
These figures established current mortal- 
ity rates and provided a historical basis 
for an appraisal of their economic sig- 
nificance. 

The city of Chicago was selected as a 
test community to investigate store sta- 
tistics in greater detail. To determine the 
discontinuances and openings by type of 
retail food store, such as grocery, meat 
market, fruit and vegetable store, and 
bakery, comparisons were made of the 
number of stores listed in the Chicago 
classified telephone directory for March, 
1941, and March, 1944. In these compar- 
isons allowance was made for duplication 
in the listing of the same store in more 
than one classification. From the outset 
it was recognized that some retail food 
stores have no telephone and that, there- 
fore, this comparison does not account 
for all the stores. 


109 








110 


THE JOURNAL OF MARKETING 





FINDINGS 


On the basis of the number of munici- 
pal licenses issued in six Midwestern cit- 
ies, it was determined that during the 
first three years of the war there was a 
decrease of 10,511, or 21.3 per cent, in the 
number of food stores. The percentage 
of decrease in the number of stores in this 
period was approximately the same for 
each of the six cities investigated. Table 
I shows the net change in the number of 
retail food stores in the six Midwestern 
cities during the first three years of the 
war. 


Tasie I.—Net CHANGE IN Retait Foop Store Num- 
BERS, Six MIDWESTERN CITIES, 1940-1943 




















Number of li- Change during 
censes issued the war 
City Third 
Pres0a" | war year | Number| Yer com 

1943 
Chicago 16,433 | 13,233 | 3,200 19.5 
Cleveland 9,513 | 7,592 | 1,921 | 20.2 
Detroit 7,697 | 5,888 | 1,809] 23.5 
Cincinnati 6,945 | 5,560 | 1,385 19.9 
Minneapolis* §,009 | 3,926 | 1,083 | 21.6 
Milwaukee 4,796 | 3,683 | 1,113 | 23.2 
Totalor average] 50,393 | 39,882 |10,511 21.3 














* All food stores including restaurants, cafes, lunch- 
rooms, drug store soda fountains, groceries, meat mar- 
kets, etc. 


It was further found that the annual 
rate of food store closings in the six cities 
increased at a progressive rate as the war 
advanced, as follows: 


Year Per cent 
1940-1941! 2.0 
1941-1942 +6 
1942-1943 12.7 


If food stores should continue to close 
at this increasing rate, retail distribution 
facilities might become seriously inade- 
quate to meet the needs of our civilian 
population during the war. 

Since more detailed information was 
available for Chicago, the significance in 


the decline of the number of retail food 
stores reported in Table I was appraised 
in the light of the closings in that city for 
the past two decades. The number of re- 
tail food permits issued by the munici- 
pality of Chicago increased rapidly from 
1924 to 1931. In 1924, 14,000 permits 
were issued, as against 18,000 in 1931— 
an average increase of close to 500 stores 
per year. In 1924, there was, on the aver- 
age, one retail food store for 212 people, 
as against 186 in 1931. Since 1931, with 
the exception of the three-year period be- 
tween 1936 and 1938, the number of 
licenses issued annually was lower than 
that in the preceding year. Between 1931 
and 1935 the number of stores declined 
at an average rate of 780 stores per year. 
In 1938 there was, on the average, one 
retail store per 200 population, as against 
260 in 1943, or an average increase of 30 
per cent in the number of patrons per re- 
tail food store. Similar situations were 
observed in Cleveland, Cincinnati, Mil- 
waukee and Minneapolis. 

The annual data on the number of 
licenses show that during the war the 
downward trend in the number of retail 
food stores, which commenced in 1931, 
gained momentum rapidly. It is obvious 
that only part of this sharp decline can 
be attributed to the factors responsible 
for the downward trend which has been 
in progress during recent years. 

Retail food store closings by types. Since 
Chicago issues one kind of municipal 
license to all retail stores, it was neces- 
sary to refer to the classified telephone 
directory to determine the retail food 
store closings by types. This procedure is 
believed to be adequate in view of the 
fact that the listing in the telephone di- 
rectory was found to account for 90.6 per 
cent of all the retail food stores in Chicago. 

As compared with March, 1941, the 
Chicago classified telephone directory 
listed 2,266 fewer retail food stores hav- 
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ing telephone service in March, 1944.° 
Table II shows the number of retail food 
stores by types listed in March, 1941 and 
March, 1944 telephone directories. 


Tasie I].—Net CuanceE 1n Retait Foop Stores By 
Types, Cuicaco, Marcu, 1941 AND Marcu, 1944 




















Number of stores a 
Type of sere decrease 
1941 1944 
Bakery 1,037 885 14.7 
Confectionery 1,499 1,258 16.1 
Dairy store 50 96 92.0% 
Delicatessen 1,446 1,138 21.3 
Fruit and vegetable 597 478 19.9 
Grocery 4,452 3,564 19.9 
Ice cream 109 72 33-9 
Meat and fish 2,602 2,047 21.3 
Poultry 195 194 0.5 
Miscellaneous 66 55 16.7 
Total or average| 12,053 9,787 18.8 











® —Increase 


Among the different types of retail 
stores, ice cream stores had the highest 
mortality rate, amounting to 34 per cent, 
followed by delicatessens and meat and 
fish stores, each with a 21 per cent mor- 
tality rate. Retail poultry stores had a 
relatively low mortality rate. 

Since Pearl Harbor a great change has 
occurred in the number of patrons per re- 
tail food outlet listed in the telephone di- 
rectory. Whereas in March, 1941, there 
were, on the average, 1,410 patrons per 
meat market listed in the classified di- 
rectory, there were 1,818, or 29 per cent, 
more patrons per meat market listed in 
the March, 1944, directory. During the 
same period, the average number of pa- 
trons per listed grocery increased from 
764 to 951 patrons, or 24 per cent; the 
average number of patrons per listed 
confectionery increased from 2,268 to 
2,672, or 18 per cent; and the average 
number of patrons per listed bakery in- 


* This includes all retail food stores which had tele- 
phone service on or before January 20th preceding the 
date of publication of the classified directory. 


creased from 3,279 to 3,741, or 14 per 
cent. 

In view of the fact that the greatest 
percentage of closings occurred for those 
stores handling scarce and rationed foods 
such as ice cream, delicatessen, meat and 
fish, it might be inferred that shortage 
of merchandise rather than of manpower 
was the major factor responsible for retail 
food store closings in Chicago. This infer- 
ence is supported by the fact that outlets 
which sell merchandise, the supply of 
which is more abundant, such as poul- 
try, bakery goods, and confectioneries, 
had a smaller percentage of closings. 

Comparative openings and closings. The 
number of grocery closings was reported 
to exceed the openings in Buffalo and St. 
Louis 5.58 and 4.77 times, respectively. 
To determine the comparative openings 
and closings of food stores in Chicago, a 
comparison was made between the Sep- 

Tasce II].—Retait Foop Store Ciosincs anp 


Openincs By Types, Cu1caco, Marcu- 
SEPTEMBER 1943 





























Number of Stores lot 

Type of Store : 
Closing Opening change 
Bakery 63 26 — 37 
Confectionery 132 65 — 67 
Dairy store 5 17 + 12 
Delicatessen 162 64 — 98 
Fish 15 17 + 2 
Fruit and vegetable 32 34 + 2 
Grocery 311 140 —I71 
Health food 3 3 Oo 
Ice cream 5 4 - I 
Meat and fish 131 25 —106 
Nuts ° I + 1 
Poultry 44 15 — 29 
Total 903 4I1 —492 

tember, 1943, and March, 1944 classi- 


fied telephone directories. For the pur- 
pose of this comparison, it was necessary 
to check each food store listed in these di- 
rectories. Table II] summarizes the clos- 
ings and openings by type of store It 
can be seen that the number of closing 
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greatly exceeded that of the openings. 
Between March and September, 1943, 
the number of grocery closings was al- 
most 2.2 times the number of openings; 
in this period there were 903 closings and 
only 411 openings. 

Wholesale food store closings. As an 
aside, it is interesting to note that the 
mortality rate of wholesale food outlets 
has been less than half that of the retail 
outlets. The classified telephone directo- 
ries of September, 1942, and March, 1944, 
indicated changes in the number of 
wholesale food outlets as shown in Table 


IV. 


Taste IV.—WuHOoOLESALE Foop Store CLosincs BY 
Types, Cuicaco, SEPTEMBER, 1942, AND 
Marcu, 1944 








Type of Wholesale Number of Outlets 


Outlet 


Per cent 
Decrease 





1942 1944 





Fruit and vegetable 456 432 
Fish 93 89 
Grocery 142 135 
Meat 238 206 
Poultry 103 97 


Total or average 959 


1,032 














Economic SIGNIFICANCE OF RETAIL 
Foop Srore CLosINGs 


Information obtained from the Retail- 
er’s Occupation Tax Division of the State 
of Illinois indicated that the mortality 
rate of all retail stores in Chicago was 
lower than that reported for the food 
stores. Similarly, when the rate of elec- 
tric service discontinuances was used as 
an index of all retail store closings, it was 
found that the mortality rate of retail 
food stores was higher than that of non- 
food retail stores. Therefore, it may be 
concluded that the retail food outlets have 
been affected more adversely by the war 
than other retail outlets. 

In the past, as the number of retail 
food stores decreased, the average size of 
the remaining units increased. Small, in- 


dependent enterprises were replaced by 
larger ones. Insofar as it has been agreed 
that the larger retail distribution units 
tend, as a rule, to be more efficient than 
the smaller ones, the contraction in the 
number of retail food outlets might be 
considered to be associated with an in- 
crease in marketing efficiency.‘ 

Retailing is one of the stages of mar- 
keting where greater efficiency might be 
effected. Our present retail food distribu- 
tion system is relatively expensive in 
terms of its proportionate contribution 
to the moving of agricultural products 
from the farm to the consumer’s table. 
This relatively costly charge appears to 
be due in no small part to the existence of 
elements of monopolistic competition in 
retailing. 

It has been reported by several inves- 
tigators that prices for identical goods in 
independent retail food stores are higher 
than those in corporate chain stores and 
supermarkets. The fact that many con- 
sumers patronize the independents, in 
spite of the higher prices, is suggestive of 
the existence of elements of monopolistic 
competition in retail food distribution. 
The monopolistic position is attained as 
a result of one or more of the following: 
service (free delivery, credit), location, 
long retail service hours, and specialty 
products (including nationally adver- 
tised products). 

As a result of these differentiating 
characteristics, the demand curve for the 
products of the individual independent 
retailers is less than infinitely elastic, 
forcing each firm to operate at less than 
its competitive optimum volume and at 
higher costs. It appears that in the past 
there were too many grocery stores, few 
of them operating at a profit and most of 
them at less than capacity. On the other 
hand, consumers paid more than they 


* A. C. Hoffman, “Large Scale Organizations in the 
Food Industry,” Monograph 35 T.N.E.C., 1940. 
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would if they had been served by fewer 
stores operating at capacity and selling 
at minimum average cost. 

If consumers were charged for the cost 
of the merchandise only, and if arrange- 
ments were made to assess those consum- 
ers who require the special services for 
their cost, the price of food in independ- 
ent retail food stores to those not requir- 
ing the service could be lowered. 

It appears that the decrease in the 
number of retail food stores which began 
to take place in 1931, might have been 
associated with greater efficiency in the 
marketing of food products. The down- 
ward trend in the cost of marketing 
which was observed since 1932 is prob- 
ably indicative of this fact. Undoubt- 
edly, the remaining stores have had a 
larger volume and are operating more 
efficiently. However, during the war the 
savings resulting from the greater retail- 
ing efficiency cannot apparently be trans- 
ferred into lower absolute costs to the 
consumer because of the offsetting higher 
retailing costs encountered. 

If wartime conditions prevail and re- 
tail food store closings continue at the 
same rate as they have in the past two 
years, retail distribution facilities will 
become seriously inadequate. This is es- 
pecially so in view of the fact that there 
is no evidence of integration in retail out- 
lets offsetting the decreasing number of 
stores. Few new supermarkets have been 
reported opened since Pearl Harbor. 
Therefore, the current increased retail 
food store mortality is resulting in a nar- 
rowing of food distribution outlets to 
civilian consumers. Further contraction 
in the number of retail store outlets may 


be associated with distribution inadequa- 
cies affecting producers and consumers 
alike. Perhaps some thought should be 
given at this time to possible action de- 
signed to prevent additional store clos- 
ings. 

As a postwar consideration, from the 
point of view of increasing the farmer’s 
share of the consumer’s dollar by reduc- 
ing the costs of marketing, it seems that 
it might not be desirable to welcome the 
re-opening of as many retail food stores 
as closed during the past two years. 

On the other hand, the processors of 
nationally advertised food products 
might be most desirous to see the inde- 
pendent stores re-open. This anxiety is 
due to the fact that many chain stores 
distribute their own processed foods in 
preference to nationally advertised foods. 

If it should be found desirable to en- 
courage the re-opening of some or all of 
the retail food stores in the postwar pe- 
riod, some thought might be given to a 
plan of direct distribution of food stocks 
(that lend themselves to retail food store 
operations) held by the government at 
the end of the war. Many retail food 
stores have discontinued operations be- 
cause the operators joined the armed 
services. After the demobilization many 
of these veterans might not be able to 
re-open their establishments due to the 
lack of initial stock or money necessary 
for its purchase. Perhaps some arrange- 
ments could be made to provide all 
veterans who are bona fide pre-war groc- 
ers, desirous of returning to the retail 
food business, with suitable food stocks 
obtained from government surpluses. 








PSYCHOLOGY IN SELLING 


ROBERT N. McMURRY 
Robert N. McMurry & Co. 


Eprror’s Nore: In this article Mr. McMurry presents 
a very useful summary of many of the findings of psychol- 
ogy which have a bearing upon selling. As is true in all 
fields in which man is the object of the study, much re- 
mains to be done before we can be sure that these “findings” 
can be treated as “laws.” 


F SALES work and sales training are to 

have maximum effectiveness, they 
must be planned intelligently. This is 
possible only upon the basis of a knowl- 
edge of what takes place within the pros- 
pect before and during the sale. There 
must be an understanding of the needs 
which are to be satisfied and the parts 
played by the intelligence and the emo- 
tions, in their gratification. In short, 
there must be insight into the dynamics 
of the sale. 

Fortunately, probably the most im- 
portant contribution which science has 
made to sales problems lies in the an- 
swers which it is beginning to provide to 
the age-old questions ‘““Why do people 
buy?’ and “In what manner does the 
salesman exert an influence upon them?” 
No longer is it necessary to grope blindly 
or depend on trial and error methods to 
obtain results. Research by psychologists 
psychiatrists, and psychoanalysts into 
motivation and into the influence of the 
intelligence and the emotions on behav- 
ior has provided useful insights into the 
mechanics of buying behavior. 

The average person thinks of his deci- 
sions to buy as relatively simple. If asked 
why he purchased a particular item, he 
will explain that he needed it, looked 
about until he found something which 
was to his liking and which he could af- 
ford, and bought it. This, unfortunately, 
greatly over-simplifies the problem; in 
reality, a decision to buy, like all deci- 
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sions, is the end result of a highly com- 
plex series of psychic reactions. Further- 
more, the individual is unaware of the 
majority of the elements which influ- 
enced his decision. If the basic mechan- 
ics of the sale are to be discovered, it is 
necessary to ascertain why the purchaser 
selects a particular article from a number 
of competing makes on the market. 
Furthermore, it must be learned why he 
chose to spend his money for this type of 
article rather than one of the many oth- 
ers which he might have taken—in fact 
may need much more urgently. Why, for 
example, does a girl deny herself ade- 
quate food in order to buy a fur coat? 


New Concept or MorivaTIOoNn 


Before such a question can be an- 
swered, more must be known about mo- 
tivation. What is the nature of these 
needs? Why are some so much more com- 
pelling than others? What role is played 
by the intelligence in determining which 
will be gratified and which will not? How 
powerful are emotional factors; to what 
extent can they over-rule the edicts of 
the intelligence? In these problems is 
found the key to buying behavior. No 
fully effective program of advertising, 
sales promotion, sales training and sales 
supervision can be developed without 
this knowledge. Without it, all promo- 
tional efforts must be matters of guess- 
work or, at best, be developed by blind 
trial and error. 

It is not to be inferred that absolute or 
final answers have been worked out to all 
of these questions. Nevertheless, some 
very promising hypotheses or theories 
have been advanced which provide valu- 
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able insights into the roots of all behav- 
ior, including that encountered in the 
buying situation. Stated briefly, this new 
concept of motivation is as follows: 

From birth onward, everyone experi- 
ences three fundamental varieties of 
needs and impulses: those of a physiolog- 
ical character (hunger, thirst, sex, etc.); 
those of an emotional nature (love, hate, 
fear); and those which grow out of con- 
tacts with people and environment (envy, 
desires for prestige, etc.). These needs 
and impulses establish ¢ensions (hunger 
with its pangs is a typical tension). Be- 
cause these are for the most part un- 
pleasant, they induce in the individual 
a desire to escape them, to find relief 
from them. The urge to gratify these 
needs and impulses and thus escape their 
tensions constitutes the primary motor 
to human activity. In other words, with- 
out the spur of the need, the emotional 
impulse or the wish, there would be little 
human activity; everyone would simply 
vegetate. 

Unfortunately, not all of an individu- 
al’s needs and impulses can be gratified. 
For example, a wish to own the biggest 
house in town is denied to the person 
who is unable to afford such a home. 
The desire to kill conflicts with the stand- 
ards of society and the conscience. Those 
wishes and impulses which conflict with 
social and conscience standards may 
carry with them painful feelings of guilt 
and anxiety. As a result, they are put out 
of mind; the individual ceases to be con- 
scious of their existence; they are said to 
have been repressed. Nevertheless, even 
needs and impulses which have been re- 
pressed may continue to be a source of 
tensions; they may continue to be mo- 
tors to activity. A man may not be con- 
scious of the fact that he hates his 
brother, and yet be stimulated by it to in- 
tense rivalry and envy which greatly in- 
fluence the course of his behavior. 


As may be seen, the roots of human 
activity are infinitely complex. Further- 
more, there is intense competition among 
needs and impulses for gratification. It is 
obviously impossible for every wish, need 
or impulse to be satisfied. This means 
that some can find no gratification at all, 
while others must accept only partial re- 
lief. Few, if any, needs can find complete 
satisfaction. While certain ones are of 
such pressing urgency (for example, food 
to a starving man) that they cannot be 
denied, in the majority of cases gratifica- 
tion must be postponed, obtained in part 
or found through substitutes. This can 
be illustrated in the purchase situation. 
Few persons can afford to buy every- 
thing they want. Consequently, some 
things must be foresworn until the money 
can be obtained; other needs can be 
gratified only in part (instead of buying 
a complete ensemble, the woman con- 
tents herself with a new hat); or substi- 
tutes must be found (the man would like 
a yacht, but compromises by getting an 
outboard motor for his row boat). 


ILLUSTRATION OF BuYING 
Motives 


Because of the impossibility of satisfy- 
ing all of his needs completely, the aver- 
age person learns to make one article or 


activity gratify several needs; some 
nearly entirely, others only partially. 
Many of the needs gratified are uncon- 
scious. This may be illustrated by a 
woman’s purchase of a hat. She has seen 
an advertisement of a sale; visited the 
store; found a hat she likes, and has 
bought it. If asked the reasons for her 
choice, she will say that it was a bargain, 
that it matched her new dress, and that 
it was becoming. As far as she is aware, 
these were the sole elements in her deci- 
sion to choose this one hat in this partic- 
ular establishment. Actually, many other 
factors contributed to her decision to 
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buy this hat. Some she could recall if she 
tried; others, because of their nature 
(the fact that she would be embarrassed 
were she forced to face them) could not 
be brought into consciousness even if she 
tried. 

Let us assume that the hat which she 
chose was a red one, had a single up- 
right feather, was alleged to be a copy of 
a French model, and was offered at half 
price. The shop was a smart one and the 
salesperson treated her condescendingly. 
This latter she accepted because her in- 
come was modest and she lived in one of 
the poorer sections of the town. The rea/ 
reasons why she bought this particular 
model at this time in this shop, in addi- 
tion to the ones of which she was con- 
scious, were the following: 

She had quarrelled with her husband 
that morning about his attentions to a 
younger woman whom she feared was 
more attractive than she. This provided 
the initial stimulus to buy a new hat; she 
felt an overwhelming need to make her- 
self more attractive and thus hold her 
husband’s love. Thus, in the first place, 
the fact that the hat was smart and be- 
coming enhanced its appeal. Second, it 
satisfied her need for self-adornment 
which grew out of her infantile self-love. 
Third, because it was bright and likely 
to attract attention because of its color, 
smartness and material, it satisfied her 
desire to show herself off. Fourth, be- 
cause the hat was advertised as a costly 
one from a smart shop its possession 
helped her to compensate for the feelings 
of inferiority and inadequacy which 
arose from her economic and social sta- 
tus. Fifth, these same factors in the hat 
enabled her to patronize her friends and 
neighbors who could not afford such a 
hat, or to buy at such a store, thus grati- 
fying some of her hostilities toward them. 
Sixth, the fact that the hat was alleged to 
be a bargain gratified her infantile de- 


sire to obtain something for nothing (or 
at least for less than it was worth). At 
the same time, this made her feel that 
somehow she had gotten the better of the 
store, thus satisfying her need to attack 
those whom she felt to be more powerful 
and better established than she. Seventh, 
the fact that the hat was costly, even 
when on sale, enabled her to attack her 
husband, whom she unconsciously hated, 
through his pocketbook, thereby obtain- 
ing revenge on him for his attentions to 
her rival. Eight, the upright red feather 
on the hat satisfied her unconscious de- 
sire for masculinity. Ninth, the domineer- 
ing and patronizing personality of the 
saleswoman limited her range of choice 
because she was afraid to question her 
authoritative manner when she an- 
nounced that “this was the hat for her.” 
Tenth, the thought of the impression 
that this store’s delivery truck would 
make on her neighbors deterred her from 
deciding to see what other establish- 
ments might have to offer. 

From the foregoing it is evident that 
no single factor was of decisive impor- 
tance in this purchase. The hat chosen 
simply happened to be the one which 
satisfied the greatest number of needs 
and impulses. No other hat than this one 
could have been selected under these partic- 
ular circumstances. 

When the purchaser is not subjected 
to sales effort, the various forces and 
counter forces of his personality ulti- 
mately and of their own accord find the 
article whose purchase results in the sat- 
isfaction of the greatest number of needs 
with the relief of their attendant ten- 
sions. Although the buyer does not know 
it, his purchase has been fully determined 
(decided by factors outside his conscious 
control). He thinks that Ae made his de- 
cision to buy. This is, however, an illu- 
sion. In reality, the combination of cir- 
cumstances, internal and environmental, 
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in which he found himself at the time of 
the purchase was such that no other 
choice was possible. The purchaser is, 
however, rarely aware that he had no 
real voice in deciding what he bought. 
Only when a purchase is clearly inappro- 
priate or harmful is he likely to be frank 
and admit, “I know that I shouldn’t 
have made this purchase; I don’t know 
why I did. All I know is that I did so 
anyway.” The average buyer is pro- 
tected from the discovery that he has lit- 
tle real conscious control over his pur- 
chases because he can always discover 
excuses to convince not only others but 
himself that they were justifiable. 


IMPORTANCE OF EMOTIONAL 
MotrTIveEs 


It must also be recognized that the de- 
termining needs in the woman’s purchase 
of the hat were almost exclusively emo- 
tional. She presented rational and plausi- 
ble justifications for her choice, but they 
bore little causal relation to the true deter- 
minants of her selection. They were good 
reasons, but not true ones. Their function 
was to rationalize the purchase. 

In this connection it is to be noted that 
the greatest weakness of most sales and 
advertising campaigns is that they place 
too much emphasis on logic and reason and 
too little on the emotional needs which the 
product may satisfy. Logic has a place in 
every sales presentation, but if is not to 
awaken interest and create desire. \ts func- 
tion is to provide plausible rationaliza- 
tions to justify the gratification of needs 
and impulses which are basically emo- 
tional and which are often of such a na- 
ture that the prospect himself cannot 
face them. For example, a man may feel 
very insecure socially. To compensate for 
this he becomes ostentatious and desires 
to buy himself a magnificent country 
place. If the salesman were to point out 
that the property under consideration is 


peculiarly suited to the needs of one who 
wishes to hide the fact that he was born 
on the wrong side of the tracks, he would 
lose the sale. It would be a fact, but a 
truth which the prospect could not face 
because it would rearouse the painful in- 
adequacies which he is trying to escape. 
If, on the other hand, the salesman were 
to describe the estate as a place in which 
to raise children or to relax and regain 
one’s health, the prospect would prob- 
ably buy. This is because he has been 
provided with a logical and socially ac- 
ceptable excuse or rationalization for 
gratifying his need. 

Because of the complexity of the mo- 
tives which underlie decisions to buy, no 
single sales appeal can have universal ef- 
fectiveness. This is especially true in 
creative selling (the other two types— 
counter and route selling—are primarily 
“order taking’’). It is well illustrated in 
advertising. For example, one of the 
most strikingly productive advertising 
themes in recent years stresses the value 
of Listerine for checking halitosis, or 
bad breath. The inference is that an in- 
dividual’s social acceptability is often 
seriously impaired if he has _ halitosis. 
This is clearly an appeal to those who 
feel inadequate socially, who are seri- 
ously disturbed by their condition and 
who seek to overcome their handicaps. 
On the other hand, it is doubtful whether 
this appeal has any influence upon the 
socially adequate person. He has no 
problem of social adjustment; therefore, 
he has no need nor inclination to buy 
Listerine to help him. Since there are 
probably more socially well-adjusted 
persons than maladjusted ones, this ap- 
peal can be effective with only a part of 
the market at best. Nevertheless, this 
part of the market is a productive one as 
evidenced by the increase in sales which 
this advertising theme has brought. 
However, it is likely that this is due to 
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the intensity of the need of a relatively 
few persons (who buy many bottles) 
rather than because there are many to 
whose problem Listerine promises an 
answer. 

If the prospect’s need is strong enough 
(i.e., the resulting tensions are suffi- 
ciently unpleasant), he will buy, no mat- 
ter how preposterous the claims of the 
advertising. All that is necessary is that 
it promises asolution to his problem. This 
may be seen in the results obtained by 
much patent medicine advertising. An 
example is afforded by the so-called 
“cancer cures.”’ Only a small part of the 
total population suffers from cancer. 
Nevertheless, the desire of many of its 
victims to rid themselves of their afflic- 
tion without operation is so powerful 
that they will buy quantities of whatever 
nostrum offers a cure, even though its 
claims are clearly preposterous. This 
often results in a large volume of pur- 
chases from a relatively few persons. 
Thus the most important step in organ- 
izing a sale or advertising campaign is to 
find the most urgent need for which the 
product promises relief. 

To repeat, if buying action is to be 
stimulated, the appeals used must be 
predominantly emotional. The advertis- 
ing must indicate that the product will 
satisfy some powerful, but not necessar- 
ily conscious, need in the prospective 
purchaser. 


CONCLUSION 


The conclusion to be drawn from this 
analysis is that if a desire to buy is to be 
created, as distinct from merely satisfy- 
ing an existing one, the advertising and 
sales appeals must be of two types: 


. Those which are primarily emo- 
tional and whose appeal i is directed 
principally toward primitive, in- 
fantile, and often antisocial and 
purely selfish needs. Many of these 
will be needs of which the individ- 
ual has no conscious awareness. 

2. Those which aid the buyer to ra- 
tionalize the gratification of those 
other ruling emotional needs of 
which he either does not or cannot 
know. 


If advertising is to attain its full stat- 
ure in the postwar world as a medium to 
stimulate sales and reduce distribution 
costs, it must improve its precision. It 
can no longer indulge in guess-work and 
employ trial-and-error methods. Neither 
can it limit its appeals primarily to logi- 
cal ones. It must become a more exact 
science, making fuller use of statistics 
and of the resources which the sciences of 
psychology and psychiatry offer it. If 
advertising will do this, a large part of 
the lost motion and waste which charac- 
terizes much of its activity will be elimi- 
nated, and its scope and effectiveness 
will be enormously enhanced. 











THE TALKING PICTURE: AN EXAMPLE OF THE 
MACHINE METHOD APPLIED TO SELLING 


L. MERCER FRANCISCO 
Francisco Films 


Eprror’s Note: Mr. Francisco believes that the in- 
creased marketing efficiency which he thinks is necessary 
in the postwar period can be found by applying “machine 
methods” to marketing. In this article, in which he con- 
fines attention to the selling function in the marketing 
process, he uses the motion picture and the talking slide 
film to illustrate his point. The Editors publish this article 
in full realization that it lies in a highly controversial field 
but with the hope that it will stimulate discussion. 


HE ENORMOUS expansion of the pro- 

ductive capacity of the country as a 
result of the war effort presents a chal- 
lenge of the first order to marketing men 
for it will be the responsibility of market- 
ing to keep the industrial plant busy and 
its operatives earning a livelihood. Mar- 
keting men are faced with the question: 
How can more goods be distributed, at 
decreasing expense, to our own people? 
Or, put another way: How can our dis- 
tributive efficiency be stepped up to keep 
pace with our productive efficiency? 


PropucrtiveE Erriciency DvE To 
THE MacuHINE METHOD 


In the quest for an answer to this crit- 
ical question it is pertinent to ask, How 
has the efficiency of the production proc- 
ess been achieved? The answer is obvi- 
ous: productive efficiency has _ been 
achieved by the application of the ma- 
chine method. Industry has not hesi- 
tated to adapt the machine to every de- 
tail of the production process. It has also 
been quick to apply the machine method 
to clerical processes dealing with facts, 
figures, and records. The contributions 
which the machine method has made to 
the efficiency of the productive and ad- 
ministrative phases of industry have 
been nothing short of phenomenal. 


The application of the machine method 
to production has entailed three tasks: 
(1) the standardization of the design 
and materials of the article to be pro- 
duced; (2) the employment of machines 
in the "performance of routine processes; 
and (3) the development of operatives 
skilled in the use of highly specialized 
tools or machines. The more effectively 
these three tasks are carried out, the 
greater is the effect of the machine 
method on production. 

The results of the machine method, 
in the production of manufactured prod- 
ucts, have likewise been three: (1) a bet- 
ter product and each unit of uniform 
quality and character with all others; (2) 
increased output, that is, “quantity 
production,” making the product avail- 
able to a larger number of users; and (3) 
lower production costs, reflected in 
either larger profits for the producer or 
lower price to the consumer, or both. 

These results of the machine method 
have certainly proved a great boon to 
industry, and also to the social welfare. 
Similar results are no less desirable, if 
they can be attained, in the distributive 
function of business; and there is no real 
reason why they cannot be, if the mar- 
keting process is studied as objectively 
and as analytically as the production 
process has been. To accomplish this, 
sales management must use the science of 
psychology in the analysis of the selling 
process as extensively as production 
management has used the sciences of 
physics and chemistry in the study of 
the materials that enter into the manu- 
facturing of material products. 
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REQUIREMENTS OF THE MACHINE 
METHOD IN SELLING 


The application of the machine method 
to selling involves exactly the same three 
factors noted for its application to the 
production of a material good: (1) the 
standardization of the product (the sales 
presentation) in form and content; (2) 
the employment of machinery for proc- 
essing the product; and (3) the develop- 
ment of operatives skilled in the selling 
process and in the use of the machinery 
for making sales. As is true when the 
machine method is applied to produc- 
tion, its success depends upon the skill 
with which these three steps are per- 
formed. 

The fast developing science of psy- 
chology is throwing a great deal of 
light on the possibilities in the stand- 
ardization of the appeal to the minds and 
emotions of people. People are not nearly 
so different in their reaction to sales 
arguments as they are commonly sup- 
posed to be. Sooner or later every sales- 
man develops his own standardized 
sales presentation if one has not been 
developed for him, because he learns 
from experience what works best. The 
new psychology and new techniques of 
sales training also make the develop- 
ment of operatives skilled in the selling 
process relatively easy, too. 

The only drawback, then, in the prom- 
ise of the machine method applied to 
selling lies in the second factor named 
above: the employment of machinery 
for presenting the appeal. But, it may 
be asked, what kind of machinery is 
available which is capable of processing 
a sale? How can any machine do the 
salesman’s job for him and increase his 
effectiveness when every sales contact 
is different and the personality of the 
salesman is essential to adapting the pres- 
entation to each different prospect’s 
interests? 


These are the same type of questions 
that were asked by the old hand crafts- 
man when it was proposed that he do 
by machinery what he had been doing 
by hand. The salemaking process is still 
in the handicraft stage, except that in- 
stead of his hands, the salesman uses his 
tongue, for the sale is tongue-made rather 
than hand-made! If the machine method 
is to take the place of the salesman’s 
tongue, the machine must, obviously, 
be capable of talking! 

Fortunately—for §marketing—that 
machine already exists! It is the talking 
picture. It exists in two forms: the talk- 
ing motion picture and the talking slide- 
film. These are the machines and this is 
the machine method which offer the 
most promise for adaptation to market- 
ing of all machines that have been in- 
vented to date. 

Tue EFrrecrivENEsSs OF THE MACHINE 
1n Group SELLING 


The talking picture fits into the cur- 
rent marketing situation as if made to 
order for it, because it is ideally adapted 
to the influencing of people in groups. 
In the mass market of the future, pro- 
spective customers must be reached in 
groups; they must be sold in quantities— 
to save time, work, and selling expense. 
But the talking picture in group selling 
offers more than a quantitative advan- 
tage. Group selling is also more effective 
than individual selling because of what 
the social psychologist calls the “‘social 
facilitation” that is at work in the audi- 
ence and that does not obtain in the in- 
dividual contact. The various individ- 
uals in the group audience tend to react 
as a unit; the attitude of one member 
influences that of another and they all 
respond in unison. In the talking picture 
audience the members are usually seated 
in orderly rows, a situation which regi- 
ments their bodies and exerts a parallel 
tendency toward regimenting their minds. 
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CONTROL OF THE PSYCHOLOGICAL 
FACTORS IN THE SALES 
SITUATION 


The psychological factors that are at 
work in the talking picture presentation 
are many and of considerable conse- 
quence. The talking picture, for one 
thing, presents ideas in almost exactly 
the same form in which the mind _ con- 
ceives them; namely, in visual-action 
images. The sound film’s capacity for 
recreating “‘meaningful real-life situa- 
tions” induces vicarious participation in 
the screen action by the audience and 
self-identification with the screen char- 
acters and, therefore, gives the spectator 
a feeling of having actually experienced 
the action portrayed. The unfolding of 
a dramatic story or of an argument in 
closely knit continuity tends to sustain 
the attention to an extraordinary de- 
gree. This effect, together with the rich 
amount of associative material with 
which the screen scenes surround the 
subject presented, profoundly impresses 
the memory—a vital essential in sales 
messages and in sales training ma- 
terials, alike, as every sales executive 
and educator knows. 

The physical conditions under which 
the talking picture is shown enhance 
the impact of its content. The audience 
is in a darkened room, with all extrane- 
ous sounds and sights excluded, and 
with the attention fixed upon the same 
source of both visual and auditory sen- 
sations, the screen. This fixation of at- 
tention approaches in degree, in some 
instances, a state of hypnosis, for it has 
much in common with the process of 
hypnotization. Doob points out that 
this “polarization of attention” renders 
the subject’s mind highly suggestible 
inducing him to accept uncritically 
whatever is presented in the screen story !! 


’ Doob, Leonard W., Propaganda: Its Psychology and 
Technique, Henry Holt and Company. 


The dramatic content of the talking 
picture presentation appeals to the emo- 
tions as well as to the mind, but the 
emotional appeal of the medium is 
further augmented by the use of sound— 
not only spoken words with all their 
emotional i import, but music, and sound 

“effects.” The talking picture far sur- 
passes the spellbinding ability of the 
personality salesman, even of the orator, 
in its play upon the feelings and atti- 
tudes of its subject, because it is capable 
of supplementing spoken words with 
other sounds that add subtle emotional 
nuances of meaning to enhance the real- 
ism of the content. 


PRACTICABILITY OF THE MACHINE 
IN SELLING 


The talking picture as a machine for 
selling meets the test for practicability 
in its adaptation to the mass audience, 
the small group, and the individual con- 
tact, alike, because of the various forms 
in which it is available. The equipment 
is not expensive, investment in it is in a 
durable good, and it will cost still less as 
the machinery comes into more exten- 
sive use. A whole “library” of film pro- 
ductions, many good for several years of 
use, can be obtained for a fraction of the 
cost of a single year’s consumer adver- 
tising campaign for the average national 
advertiser. Learning to use the machin- 
ery skillfully is within the ability of any 
reasonably intelligent salesperson. 

Adapting the machine method repre- 
sented by the talking picture to = 
marketing process is relatively easy; 1 
some respects it is easier than aiden 
the machine method to the manufacture 
of material commodities. The standard- 
ization of the sales appeal is not a diffi- 
cult matter, as every executive knows 
from experience; for it is already com- 
mon practice for central office executives 
to work out standard sales talks in 
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which every point is presented in logical 
order, every phrase is meticulously 
studied for effectiveness, and every 
move of the salesman carefully planned. 

The chief difficulty of the standard 
sales talk, however, as it is transmitted 
to the field force by conventional meth- 
ods lies in the lack of control which the 
central office has over it in the hands 
and mouths of those instructed to use it. 
It becomes distorted; omissions and 
exaggerations result which impair its 
effectiveness in actual use. The talking 
picture presentation, on the other hand, 
guarantees the central office control 
over the manner in which the sales story 
is told, regardless of the hands to which 
it is entrusted, the audience occasion, or 
the personality factors involved. This 
machine, therefore, not only turns out a 
better product but insures uniformity 
in the quality and character of the prod- 
uct in every unit. 


Ir AUGMENTS PERSONAL 
EFFECTIVENESS 


Efficient use of the talking picture in 
the salesmaking process does not, how- 
ever, comprehend the complete dis- 
placement of the personal salesman. 
The picture is, after all, a machine and 
must, like all machines, be tended by 
the human element; but when properly 
employed, it greatly amplifies the effec- 
tiveness of the human element. Its chief 
use lies in the Presentation or Demon- 
stration step in the sales process, with 
secondary uses in the Investigation and 
Closing steps. 

As an instrument for sales training, 
the talking picture can be integrated 
with at least four, and perhaps all five, 
of the Stages of Instruction: Preparation, 
Presentation, Application, Examination, 
and Discussion and Critique. As in the 
case where it is applied to the direct 
sales contact, the machine compensates 


for the deficiency of skilled instructors 
yet enhances the capacity of the un- 
skilled. It levels out the differences in 
personal abilities, obviates the variables 
due to the effects of last night’s party, 
stage fright, and other personal varia- 
tions: for its performance is always up 
to the same standard of quality, devoid 
of omissions, distortions, exaggerations, 
and over- and under-emphasis. 


EXPERIENCE IN OTHER FIELDS 


That the foregoing claims for the 
values of the talking picture in its appli- 
cation to various aspects of the market- 
ing or selling problem are realizable is 
evident from the success which this ma- 
chine method has achieved in other 
fields in which human relations are in- 
volved: in the political arena, in the 
educational sphere and in military af- 
fairs. 

In the political field two amazing 


demonstrations of the effectiveness of 


the talking picture in influencing atti- 
tudes are readily recalled. One is the 
success that the Nazis had with pictures 
in “softening up” the civilian popula- 
tions of the countries they invaded, 
prior to the movement of their troops. 
Propaganda films played a decisive role 
in winning friends and influencing peo- 
ples for the Nazi’s New Order. 

The Russians had no less success with 
the film method in its application to 
their own people. At the time that the 
Bolsheviks came into power with the 
Treaty of Brest-Litovsk, Russia ranked 
the lowest among the civilized countries 
in the world in literacy. Movies and post- 
ers were the only agencies of idea com- 
munication which the government had 
to reach the minds of the masses with 
the Communist doctrine. Today, Russia 
ranks among the highest in literacy of all 
nations, and the achievements of the 
Russian Army in the field and of the 
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civilian population in meeting the de- 
mands of a technological war and in 
maintaining morale can be greatly at- 
tributed to the talking picture machine. 

In our own country the impact which 
the talking picture has made on educa- 
tion is seen in the fact that nearly half 
of the high schools and colleges of the 
United States are already equipped for 
the showing of sound films, regularly 
make use of such films in classroom and 
assembly instruction, and are respon- 
sible for a demand for sound films of edu- 
cational character which far outstrips 
the supply. The grade schools are fast 
following the lead of these advanced 
institutions in their application of the 
machine method to the teaching func- 
tion. 

One of the most significant features of 
the military training program of the 
armed forces of the United States in the 
present war is the extent to which reli- 
ance has been placed upon the talking 
picture as a training instrument. The 
production of talking pictures is one of 
the chief activities of the Signal Corps 
of the Army. The claim that pictures 
speed up the training program by 40 per 
cent and that they play a decisive role 
in sustaining the morale of troops has 
been demonstrated so often that they 
are a firmly established factor in the 
military field. 

The adaptation of the talking picture 
as the machine method applied to poli- 
tics, education, and military affairs 


suggest its practicability in the field of 
marketing. And in this field, too, signifi- 
cant advances have already been made 
in its use. A rapidly increasing number 
of manufacturers and distributors have 
already adapted this machine to their 
mass selling, group selling, sales pro- 
motional, sales training, public and 
trade relations, and advertising problems 
with results which augur well for its 
expansion in the future. 


CONCLUSION 


The extent to which the talking pic- 
ture machine method will be applied to 
selling will depend, like all technological 
advances, upon the kind of resistance 
with which it meets. The interests repre- 
sented by the publishing, printing, and 
radio industries will probably continue 
for some time to come to attract the 
major portion of the budget set aside 
by industry for selling expense. The 
attitude of “my problem is different,” 
or “the canned sales talk won’t work in 
this business” will probably continue to 
prevail in many executives’ minds. 
However, the need (1) for volume sales 
after the war to keep step with the vol- 
ume output of our increased production 
facilities, (2) for lower distribution costs, 
and (3) for the marketing process to 
absorb the lion’s share of employment 
in the postwar era, demand an open 
mind toward the possibilities in the ap- 
plication of the machine method to 
selling. 





MERCHANDISING THE ADVERTISING CAMPAIGN 


LIONEL B. MOSES 
The American Weekly 


Eprtor’s Note: The article which follows will be of in- 
terest to many readers in that it provides a clear description 
of marketing procedures in practice. 


IVE years ago the author reported to 
Fine American Marketing Association! 
that, after working on the merchandising 
of advertising campaigns for many 
years, he was convinced there is a for- 
mula which will always insure dealer 
support. The formula called for only 
three ingredients: 

1. A campaign which offers the dealer 
enough help to justify his support for 
the product and its advertising. 

2. Executive enthusiasm for the help 
which the campaign offers to dealers. 

3. A merchandising tool (which was 
termed “Insulation’’) with which the 
advertiser’s salesman can hold the heat 
in a hot campaign, until he warms up 
the dealer with it. 

The current campaign on General 
Foods cereals, built around the central 
copy theme “Eat a Good Breakfast— 
Do a Better Job,” is a perfect example of 
that formula in operation; and it has 
produced significant results. 


HELP FOR THE DEALER 


Breakfast is the grocer’s most promis- 


ing target. Lunch and dinner in the 
average American home are fairly well 
“set.” Breakfast may be anything from 
a cup of coffee and slice of toast up to a 
man-size meal. 

If a grocer sells the food bought by 
300 customers, and if each member of 
those 300 families eats 24¢ worth of ad- 
ditional food at breakfast, the grocer’s 


1 “How to Merchandise an Advertising Campaign.” 
A discussion at A.M.A. Chicago Meeting, May 19, 1939. 
(Mimeographed.) 
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annual sales volume will be increased 
by more than ten thousand dollars. 
This is a rather startling fact to wave in 
a grocer’s face—whether he operates a 
single store or directs the operations of a 
thousand stores. It is a fact which enlists 
his serious interest if presented in con- 
nection with a plan designed to help 
him sell that additional 23¢ worth of 
food to be eaten at breakfast. It enlists 
his all-out support when the design is 
centered on help for him. 

The General Foods salesman mer- 
chandising this campaign is in position 
to get cooperation from food distribu- 
tors, for the simple and sufficient reason 
that his campaign was designed that 
way. It sells his company’s products, of 
course; but it also sells—sells first and 
sells hardest—the urgent advice of rec- 
ognized and accepted nutrition authori- 
ties to “Eat a Good Breakfast—Do a 
Better Job.” The grocer has a far bigger 
stake in selling that idea to Mrs. Amer- 
ica than any one advertiser has. And, 
therefore, when the campaign and its 
underlying purpose are made clear to 
him, he supports the advertising by us- 
ing the sales-building power which is 
delivered to him free. 


ExEcuTIVE SUPPORT 


The second part of the formula, 
“executive enthusiasm for the help 
which the campaign offer to dealers,” 
was supplied in full measure. General 
Foods’ top sales and merchandising 
executives held meetings with district 
managers, district representatives and 
retail salesmen in every section of the 
United States, emphasizing what this 
campaign can do for retailers who use 
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the advertising power to build sales on 
all breakfast items, not General Foods 
cereals alone. And every salesman went 
out on his territory with that “dealer- 
help angle” firmly riveted in his mind. 


THE MERCHANDISING TOOL 


To meet the third requirement of the 
formula each salesman was given a four- 
page folder, for distribution to owners or 
managers of retail grocery stores. On 
the front cover (see Exhibit I) space was 


BREAKFAST 


Our Biggest Opportunity in 1944 


Government Mutrition futhorities Sey 
“Most People Don’t Est an Adequete Breakfest* 


& Million Dollar Magazine Campsign. plus Five Fig 
Radio Shows, sill Sell thet Idea all through 1944 - 
to Build Business for the Advertiser, toe Isprove 
the Nation's Health, and Increase Seles and Frefits 
fer Grocers. 


LET'S USE THIS POWER ' 


Sparlan Gsricers 
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Exuisit I, Front Cover or Four-Pace Fo.iper. 


left for the imprint of the chain or other 
group. This folder provided real insula- 
tion, because it was sent to store man- 
agers or owners with a headquarters 
bulletin which not only gave the pro- 
gram a green light but also carried spe- 
cial instructions calling for careful study 
and continuing support for the better 
breakfast plan. For individual grocers 
the same folder was supplied without 
imprint. 

Page 2 of the breakfast folder is given 
as Exhibit II. The third page is not re- 
produced here since it merely lists the 


“Bere's Tor @ Better Breakfast" 


The first thing te get eleer io everybody's @iné ~ Managers, Salesees, 
Retailers and eech individusl io every retell stere ~ is this one sia- 
ple feet: 


THE GROCER WHO SELLS BORE GOOD MUTRITIOUS BREAKFAST ITEMS TO HIS 
CUSTOMERS 15 HELPING TO IMPROVE THE HEALTH OF THEIR FAMILIES. 


Theat is @ fect. The Generel Feeds Corperetion, is every aé¢vertisement 
of @ willicn Geller angasios campeign ta 1944, is delivering the follies 
ing message: 


LISTER TO THOSE WHO KBOB! 


Government authorities sey eost of us Gen't eat an adequate 
dreazfest. 


Dectors and Gietitians agree ve should get at least one-quarter 
ef our Gelly sourisheect in the sorning et breekfest. 


Ie @ survey of autritionists, 424 out of 443 seid an edequate 
breakfast sheulé include beth fruit AND © ceresl with shele- 
6reio oourishpent. 


Listen te the five big radio shows boosting your business vith sessages 
tike this: 


*Butrition experts sey breakfast is the sost ieapertant seal 
ef the dey. Eat « better breakfast - ée « better job. 
Got & goog breakfast before you start out these sornings.* 


They ere eévertising their own cereals, ef course; but they ere alse promet~ 
ing every geod cutritious breakfast ites the retail grecer selis. They 
feature fruit es eell as ceresl ~ and they emphasize the fect that ve should 
ell get @5 lees, epe-fourth of our daily neurishwent in the eorning et break~ 
fast. 


Your eustemers will read anéd hear these messages in General Foods cereal eéver- 
tisemests. The grocer who REMINDS bis custowers of these important health 
fects, and then SELLS the ides and sells the eéditional food oseded for « 
Bigger and Better Breakfast, 111 get the full benefit of el) this sales- 
building power whieh is supplied te hie free. 


Exuisirt II. Pace 2 or Fo.tper. 


magazines and radio shows carrying the 
campaign. Page 4 is given in Exhibit III. 

At the time this is being written 
(June 20) 357 food store groups have 
ordered the Better Breakfast folders for 
90,780 retail stores. General Foods retail 


Gelp for Bother 


Apé $10,000 Bore Sales for the Grocer 


Bere’s one to think overt if @ grocer sells the feed bought by 
300 customers, then if each eeaber of those families sets just 
eu worth of additional feed for breakfast, it will in- 
crease his sales TER DOLLARS A YEAR! 

The Home Makers Guild has just reported @ nation-wide survey shee 
ing thet 625 of the MED io U. S. families Like « hearty breakfast - 
Dut don’t get it! That esp be partly Mame's fault — but the 
grocer 1s certeinly everlooking @ reel oppertunity. Dosens of 
items on the shelves are just begging te be suggested... the 
family is hungry for @ Better Breakfast, and your custower is bun- 
ery for suggestions. 


Most women know that their husbands and children doen't eet enough 
breakfast. They gant their families to “break their fast* (that's 
how the word “Breakfast* started) with sere good nourishing food, 
to fortify thee for the leag day shead. 


You can help Mother sith this probles by suggesting appetizing and 
nourishing breakfast specials, selected from the “Basic Seven* foods 
recommended by Government outritien suthorities. 


That extre breakfast business is worth going after - and it can be 
Sold. It is mot @ selling job thet can be done by one Feature Pro- 
@otion. It seeds @ plan that will make customwers conscious ~- ané¢ 
KEEP them conscious, week after week and sonth efter @onth, ef the 
reasons for more substential breskfasts. 


Your plan should include displeys, and point-of-purchase materiel 
when evallable, but ebeve everything @lse. persenal interest and 
personal suggestions te customers, SELLING the special breakfast 
items you want te recommend at thet tine. 


All this calls for some good serchandising and some goed selling — 
but it can be done, and it is well worth doing, because it helps 
Your customer, helps you and helps the edvertiser whe is supplying 
the extre sales-bullding power. 
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Exuisit III. Pace 4 or Fo.tper. 
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salesmen have distributed many addi- 
tional thousands of these folders to in- 
dividual grocers who have promised 
their cooperation. Exact figures are not 
available, but the total is now well over 
100,000 and still growing. 

A promise of cooperation cannot be 
cashed at the bank. It cannot be used as 
a basis for estimating sales increases. 
Even in a seller’s market nothing counts 
except the order on the dotted line. But 
more than 100,000 grocers know that 
this advertiser is spending alot of money 
on a plan designed to build sales for 
them, above and beyond the sale of that 
advertiser's own products. More than 
100,000 grocers have said, in effect, 
“‘We appreciate that sort of advertising, 
and we want to support it.” 


In all the history of advertising we do 
not believe so many retailers have ever 
before registered that sort of reaction to 
any campaign. That’s building dealer 
goodwill in a big way. That’s really mer- 
chandising an advertising campaign. 
That’s laying a solid foundation for the 
sort of “dynamic distribution” that God- 
frey Lebhar, in the January, 1944 issue of 
this JoURNAL lists as a postwar must if we 
are to handle 78 billion dollars worth of 
consumer sales—‘‘aggressive and effec- 
tive advertising directed to the public 
beyond the point of sale not only to 
whet the appetite of consumers for the 
particular merchandise featured but to 
tickle the shopping nerve and attract 
them to the point of sale.’ 

2P. 318. 











MEASURING THE BELIEVABILITY OF 
ADVERTISING CLAIMS 


C. M. OKEHLER 
Batten, Barton, Durstine &§ Osborn, Inc. 


Eprror’s Note: Mr. Oehler presents a technique for 
determining how the public responds to advertising claims. 


VERY observer of advertising knows 
EH that an advertising claim may be 
highly effective without being either 
literally true or universally credible. 
Hyperbole has as legitimate a place in 
advertising as in many other forms of 
writing. Picturesque exaggerations have 
provided advertisers with some of their 
most effective and durable themes and 
slogans. 

But not all hyperbolisms fare equally 
well. Some advertising claims, there is 
reason to believe, fail because they strike 
most readers or auditors as being too 
absurd to deserve attention or because 
they make an unfavorable impression 
on those who do take notice of them. 
They are the kind that are quietly in- 
terred after a few months or a year or 
two, not because they have lost time- 
liness but merely because they have 
never gained effectiveness. 

An advertiser is taking something of a 
chance when he puts a large appropria- 
tion behind some such claim as “The 
World’s Most Comfortable Mattress,” 
“The Toilet Soap g Out of 10 Screen 
Stars Use,” or “The Most Modern Car 
in the World.” The public may respond 
to the claim as an impressive and memo- 
rable bit of audacity. On the other hand, 
the customers may think it is an insipid 
piece of braggadocio and may react un- 
favorably, or may not react at all. 


A MetTuHop or MEASURING 
Pus.ic RESPONSE 


How is the advertiser to know how the 
public is responding to his claim? 


No foolproof means may ever be de- 
vised for measuring exactly the degree 
of credibility an advertising claim has 
attained or is likely to achieve, or for 
determining the precise relationship be- 
tween the believability of an advertising 
claim and its sales effectiveness. But an 
advertiser, by submitting an array of 
claims to a cross-section of the public, 
can get some idea of the relative credi- 
bility of his claim and of the claims his 
competitors are making. 

The method to be described here is 
not an exact measuring technique pro- 
ducing adsolute information. It will not 
tell an advertiser exactly how many peo- 
ple are greeting his claim with Bronx 
cheers and how many are reading or 
hearing it with impressed attention and 
hurrying out to buy his product. It will 
not tell him whether the theme or claim 
he is using is the strongest he could be 
using. It wi// tell him how his claim com- 
pares with others, and whether the users 
of his brand think the claim is valid in 
the sense of being particularly applicable 
to his product. In addition, it will tell 
him how well his claim is identified with 
his brand in the minds of his customers 
and prospects. 

The method itself is simple and direct. 
Personal interviews are conducted with 
a cross-section of the kinds of people to 
whom the advertiser’s message is ad- 
dressed. They are asked what brand or 
brands of the product under considera- 
tion they use. They are handed a card 
containing the advertiser’s claim, to- 
gether with competitive claims or themes 
and are asked, regarding each of the 
items on the card: 
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(1) Whether they think it sounds like 
a truthful and convincing claim when 
applied to the type of product under 
consideration, or whether they think it 
sounds exaggerated or untrue. 

(2) What brand of this product they 
think could most truthfully make the 
claim. 

(3) Whether they know of any brand 
making the claim. 

The approach in the first of these 
three questions is purposely bald and 
direct. Experimentation has indicated 
this approach, inviting expressions of 
extremes of opinion, is more effective 
than an oblique or subtle technique in 
measuring the public’s instinctive reac- 
tions to an array of claims. It may be 
argued, with justification, that people 
do not necessarily think within the limits 
prescribed by the question, or that it 
may be unfair to lift a given claim from 
its context and subject it to such an ap- 
praisal as this. But the purpose of the 
procedure—to obtain relative rather than 
absolute measurements—must be kept 
in mind. As will be seen presently, such 
enormous variations between claims are 
sometimes revealed by the method that 
its validity for the limited purpose for 
which it is intended appears to be well 
established. 

The second question is included on the 
assumption that the present users of a 
brand are best qualified to judge the 
validity of the brand’s advertising 
claims. If a high proportion of the users 
of a brand making a given claim name 
that brand in reply to this question, it 
may be assumed that the claim is valid 
(whether or not it sounds valid to a large 
proportion of the non-users) and thata 
high proportion of such new customers 
as it may win for the brand may be 
expected tostick. But if few of the pres- 
ent users of the brand name it in answer- 


ing this question the claim immediately 
becomes the object of suspicion. 

A measurement of the “retention 
quotient” of claims currently in use is 
provided by the third question. If a high 
proportion of the public is able to iden- 
tify the brand making a claim, this 
demonstrates the claim is at least effec- 
tive in making an impression. Believable 
claims are not necessarily more memo- 
rable than incredible claims. But a claim 
which is not memorable, whether it is 
believable or not, may need to be re- 
vised or discarded. 


An EXAMPLE OF THE METHOD 
IN PRACTICE 


This method of checking credibility 
was recently applied to claims used in 
the advertising of five brands of a pack- 
aged grocery store item. The findings 
indicated one of the claims to be worthy 
of considerably more vigorous promo- 
tion than it was receiving and showed 
one of the five, in its present form, to be 
ineffective and perhaps potentially harm- 
ful. The other three claims did not make 
good enough or poor enough showings in 
the test to be of special interest and are 
omitted from the report which follows. 

For the sake of convenience, the claim 
which emerged from the test with flying 
colors will be called the Jones Company’s 
claim, while the one making an espe- 
cially poor showing will be called the 
Smith Company’s claim. 

The Jones Company’s claim was a 
succinct statement that the Jones brand 
is effective for a specific purpose. It had 
been used in the Jones brand’s advertis- 
ing for several years, but the brand 
had been advertised lightly and infre- 
quently. 

The Smith Company’s claim asserted 
in specific terms that the Smith brand 1s 
far more economical to use than any 
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competitive brand. It was phrased in 
words which, on casual reading, gave an 
altogether misleading impression. Care- 
ful study would show it to be far less 
extravagant than it sounded. This claim 
had been used for about 14 months as 
the major theme in an extensive adver- 
tising campaign. Table I shows how 
these two claims fared when the credi- 
bility, validity, and identification ques- 
tions were asked of 600 housewives. 


enough. But the “‘believability” compari- 
son indicates that the Jones claim, 
backed by an equivalent amount of ad- 
vertising, could become a powerful sell- 
ing force much more readily than the 
Smith claim. 

The “validation” column in Table I 
shows that nearly three-fourths of the 
users of the Jones brand, on being asked 
what brand could most truthfully make 
the Jones claim, named the Jones brand. 


Taste I, Response or 600 Housewives To ADVERTISING CLAiIms OF Two CompETING MANUFACTURERS 
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As the first column of this table shows, 
five times as many women registered a 
spontaneously favorable reaction to the 
Jones claim as responded favorably to 
the Smith claim. Whatever other inter- 
pretation may be placed on this, it is 
evident that the Smith claim has a great 
deal of resistance, in the form of in- 
credulity, to overcome before it can 
start to do a selling job. Not shown on 
Table I but pertinent to the “believabil- 
ity” comparison, is the fact that 67 per 
cent of the housewives said they thought 
the Smith claim sounded “exaggerated 
or untrue.” The remaining 16 per cent 
said ‘don’t know.” In contrast, only 8 
per cent said “exaggerated or untrue” 
when confronted with the Jones claim, 
and 5 per cent said “‘don’t know.” 

It is necessary to recognize, of course, 
that considerably more than 17 per cent 
of the housewives might ultimately be 
persuaded that the Smith claim is true if 
the claim is repeated frequently and long 


Considering the fact that many of these 
customers were using other brands in 
conjunction with the Jones brand, and 
might well have named these other 
brands instead unless the Jones brand 
had been distinctively effective for the 
specific purpose mentioned by the claim, 
this is a remarkable validation of the 
Jones Company’s claim. 

Less than one-fifth as many of the 
Smith users named the Smith brand 
when they were asked what brand could 
most justifiably make the Smith claim. 
This constitutes a weak endorsement of 
the claim. Not shown on the table, but 
worth reporting in this connection, is the 
fact that 28 per cent of all housewives 
interviewed, and 27 per cent of all pres- 
ent users of the Smith brand, said “‘none 
could” or “no brand could” when they 
were asked what brand could most 
truthfully make the claim currently 
used by the Smith Company. 

In the “recognition” column of Table 
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I the Jones claim, despite the limited 
quantity of advertising it has received, 
is shown to have achieved more than 
three times the customer identification 
attained by the more heavily advertised 
Smith claim. It is important to bear in 
mind that the percentages in this col- 
umn are based on the present users of 
the respective brands. Since only 9g per 
cent of the present users of the Smith 
brand identified this brand as the one 


that nearly as high a proportion of the 
present users of the Smith brand who 
know that Smith is making the claim 
think the claim is not true. 

This raises the possibility that con- 
tinued use of the claim in its present 
form may produce an ultimately hazard- 
ous “public relations” situation for the 
advertiser. Table II shows that 27 per 
cent of those who know Smith makes 
the claim are currently disposed to say 


Taste II. ArtirupeE Towarp THE SmitH CLaim, BY ABILITY TO IDENTIFY THE BRAND MAKING THE CLAIM 
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making the Smith claim, the claim can 
hardly be assumed to have been much of 
a factor either in winning new customers 
or in helping to hold existing users during 
the 14 months it has been heavily pro- 
moted. The Jones claim, on the other 
hand, was identified correctly by nearly 
one-third of the Jones users. On the 
basis of the evidence, it may be assumed 
to have been much more of a selling 
factor and to be intrinsically a far more 
memorable claim than the one used by 
Smith. 

Table II offers additional indications 
that the Smith claim needs to be revised. 

Possibly the most serious of the sev- 
eral indictments of the Smith claim is 
contained in this table, which shows that 
well over half of those who know the 
Smith Company makes the claim think 
it is exaggerated or untruthful. Not 


shown in the table, but brought out by 
additional cross-tabulation, is the fact 


the claim sounds truthful and convinc- 
ing. Part of this belief may be due to a 
general reputation for veracity currently 
enjoyed by the Smith Company. Some 
who feel the claim is true may believe it 
at the moment solely because the Smith 
Company is saying it. But in view of the 
fact that only 13 per cent of the Smith 
users name the brand as the one which 
could most truthfully make the claim, 
and the additional circumstance that 
over half of the present users of the 
brand who know that Smith makes the 
claim flatly declare the claim to be un- 
true, the Smith Company’s present good 
reputation may be in some peril. 

Despite the Smith claim’s poor show- 
ing, it is not possible to conclude arbi- 
trarily that the claim needs to be with- 
drawn. As was stated earlier, the present 
wording produces an exaggerated and 
erroneous impression of the actual claim 
itself. There is no evidence that the claim, 
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more lucidly stated, might not be as 
credible, memorable and effective as the 
Jones Company’s claim. Most of the 
housewives who directly or indirectly 
condemned Smith’s claim might not 
have done so had they studied it care- 
fully enough to understand it thor- 
oughly. But flash impressions are highly 
important in advertising. What this test 
revealed about the Smith claim was not 
that the claim itself was inherently un- 
sound or untrue, but that the public 
was reacting unfavorably to the wording 
of the claim. 


CONCLUSION 


The method which has been described 
should not be regarded as a substitute 
for any of the far more complex and 
searching techniques which need to be 
used in a definitive study of buying 
motives or in a study to determine the 
soundest and strongest themes or claims 
an advertiser might use. It should be 
regarded merely as a means of deter- 
mining, once a claim has been expressed 
in words, how the public responds to 
those words. 








SOME APPLICATIONS OF THE CONTINUOUS 
CONSUMER PANEL 


STANLEY WOMER 
Industrial Surveys Company 


Epiror’s Note: As indicated by the first footnote in 
this article, we have devoted considerable space in this 
JOURNAL ¢0 the Continuous Consumer Panel. This article 
and the one which follows brings us up to date on the more 
recent developments in the use of this tool of market re- 
search, 

HE USE of the Continuous Consumer 

Panel as a tool in market research 
has increased tremendously during the 
past two years. The flexibility of the 
tool and its applicability to varied mar- 
keting problems has attracted the atten- 
tion and scrutiny of a wide number of 
marketing research men. They have 
seen in the Consumer Panel possibilities 
of solving problems current in their own 
particular fields. The growing volume 
of published material dealing with a few 
of its applications is indicative of the 
increasing use of panel data.! 

A number of special Consumer Panel 
studies have recently been conducted by 
manufacturers. Neither the results nor 
the procedures employed have been 
published but the findings have proved 
valuable in answering the manufactur- 
ers’ current marketing problems. 

One application of the Consumer 
Panel which has not received as much 
publicity as it warrants, is the measure- 
ment of brand interchange. 

The National Consumer Panel, which 

1 Among the articles on the panel which have ap- 
peared in THE JouRNAL are the following: Alfred R. Root 
and Alfred C. Welch, “The Continuing Consumer 
Study: A Basic Method for the Engineering of Adver- 
tising,” Vol. VII, No. 1, July, 1942, pp. 3-21; Franklin 
R. Cowl, “The Continuing Panel Technique,” Vol. VIII, 
No. 1, July, 1943, pp. 45-50; and Samuel G. Barton, 


“The " Consumption Pattern of Different Economic 
Groups Under War Changes,” idid., pp. 50-53. 
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is operated by the Industrial Surveys 
Company, consists of approximately 
2,500 families who report their purchases 
of foods, drugs, and cosmetics in weekly 
purchase diaries. These raw data are 
processed in continuous monthly reports 
showing the market position of brands 
of various segments of the population. 
Analysis by size of family is pertinent to 
a soup or ready-to-eat cereal manu- 
facturer. Occupation analysis is impor- 
tant to a soap manufacturer, and the age 
of the women in the family has direct 
bearing on the volume of cosmetics sold. 
These reports indicate the monthly vol- 
ume obtained by each brand, but do not 
show the ebb and flow from one brand 
to another over a period of time. These 
studies require additional processing of 
the Hollerith tabulating cards. 

It is obvious that, if the same group 
of people report their purchases continu- 
ously year in and year out, an examina- 
tion of the data will reveal those families 
that repeat their purchases of one brand, 
and those that switch from one brand to 
another. The degree of differences in 
loyalty franchise owned by brand “A” 
or brand “‘B” becomes apparent. 

While the purchase rate or the fre- 
quency of purchase of a product deter- 
mines the most effective tabulating pro- 
cedure, analysis of brand interchange 
can be made by two different methods: 
(1) the “turn back the clock’? method and 
(2) the current basis method. Each of 
these methods will be discussed in the 
paragraphs which follow. 
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Tue “Turn Back THE CLock”’ METHOD 


To use this method it is necessary to 
wait until data have been collected over 
a period of time, then to examine the 
relationship of family purchases from 
one month to another. It is the only ac- 
curate method in use today that will 
measure the success of a new product in 
attracting and holding new customers. 
It can be used to provide information 
concerning that most critical period— 
the period when the brand is intro- 
duced. This period is critical since the 
ultimate success of any branded product 
depends greatly upon sound, healthy 
growth during its first year in the mar- 
ket. 

Charts I, II, and III were drawn from 
two different Consumer Panel studies 
and are shown together as a space saving 
measure. 

Chart I will be familiar to most mar- 
keting men. It shows the share in the 
market held by a brand month by 
month. This type of analysis, however, 
does not indicate success until the second 
or third year after a brand’s birth, be- 
cause the increases may be due to pur- 
chases by new customers each month. 

Chart II shows the proportion of 
families buying the brand ‘‘A”’ and brand 
“B” each month. Brand “A”’ received a 
tremendous initial impact from the 
introductory offer and supporting pro- 
motions, which indicated that the brand 
could be sold at least once to a large 
number of families. Brand “B,” on the 
other hand, while it received approxi- 
mately the same amount of dollar ex- 
penditure for its initial promotion, did 
not reach as many new families. 

Chart III can be compared with the 
progress charts the pediatricians keep 
on the health progress of infant patients. 
These new brands were infants in a 
market of virile, aggressive cold cereal 
brands. It shows the extent of repeat 


buying. The buying of each new cus- 
tomer from brand “A,” and each new 
customer from brand “‘B,” is reduced to 
a common time series. The purchases of 
each customer are totaled according to 
the first month in which they bought 
the product. For some families this was 
January; for others it was February or 


Forecasting the Success 
of new Products 
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March. This device makes it possible to 
show the proportion of all families’ total 
cold cereal purchases that went to the 
new brand during the first month that 
they bought either brand “‘A” or brand 
“B,”’ and then shows the proportion of 
families that repeated their purchases 
during succeeding months. After the 
third or fourth month, it became clear 
that brand “‘A”’ was going to have reason- 
able successs and obtain a profitable 
share of the cold cereal market, and that 
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brand “B,” unless continually stimu- 
lated by heavy promotional efforts, 
would soon disappear from the market. 
These two predictions have been borne 
out with the passing of time. The reason 
that one brand is a success and the other 
a failure was probably due to inade- 
quate cooperation between laboratory 
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research and consumer product testing 
research. Very few families bought more 
than their initial trial package. This 
Consumer Panel device alone, can do 
much to reduce the overall costs of dis- 
tribution. It can tell a manufacturer 
when advertising and sales promotion 
efforts will return dividends, and when 
it is “being poured down the drain.” 
Another use of the “Turn Back the 
Clock” method is demonstrated by data 
drawn from Industrial Surveys Com- 


pany’s Pilot Panel at Evansville, Indi- 
ana. This Pilot Panel is maintained con- 
tinuously for pretesting purchase diary 
forms and tabulating procedures. This 
analysis is a measure of a competitive 
situation in that market. It places a 
yardstick on the movement of customers 
from one brand to another, and the pro- 
portion of customers that are retained 
by a brand for a period of time. 

The base periods used in tabulating 
this type of brand loyalty depend upon 
the frequency of purchase of the product. 
Coffee users ordinarily buy at least one 
pound of coffee every thirty days. Hence, 
loyalty to brands of coffee can be meas- 
ured by months. Dentifrice purchases, 
on the other hand, are made at less fre- 
quent intervals and longer periods of 
time must be used to encompass suffi- 
cient family purchases. Units of three 
months have been found to be the opti- 
mum time period for analysis of brand 
loyalty in the dentifrice field. 

Chart IV demonstrates the difference 
in degree of brand loyalty between 
brand “‘A” and brand “B.” The families 
who bought any of brand “A” during 
the first quarter were found to have pur- 
chased 7o per cent of their dentifrice 
: oe from brand “A,” Io per 
cent of their purchases from brand “B,” 
and 20 per cent from “All Other” 
brands. By the time the fourth quarter 
rolled around, the 70 per cent had 
dropped to 30 per cent, and brand “‘B,” 
had increased its volume among brand 
“A” users from Io per cent to 25 per 
cent. “All Other” brands had raided 
brand “‘A” customers for 45 per cent of 
their volume. 

Examination of the loyalty of brand 
“B” purchasers in the first quarter 
shows that brand “B” lost only 20 per 
cent of its users over the six month inter- 
val. Brand “‘A” took 15 per cent of the 
loss, and “‘All Other” brands just 5 per 
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cent. Brand “B” was maintaining a 
higher percentage of its volume among 
previous customers, and it was winning 
its competitive battle with brand “A.” 


MEASUREMENTS OF BRAND 
LOYALTY ON CURRENT 
Basis 


It has been found that brand inter- 
change measurements that can be made 
currently are extremely useful to the 
manufacturer even though they do not 
measure loyalty so concisely as the 
“Turn Back the Clock” method. The 
Monthly Index of Brand Switching en- 
ables the researcher to keep a finger on 
any competitive battle in which his 
brand might be involved. 

Every month certain amounts of vol- 
ume are lost and gained from competi- 
tion. This index measures the amount of 
gain and loss, as is indicated by Chart V. 


Monthly Index of Brand Switching 
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The share of the market which brand 


“C” gained from brand ‘“‘D’s’’ business 
of the previous month, is plotted above 
the zero line; the share that is lost to 


brand “D” is plotted below the zero 
line. 


The current index here indicated that 
brand “C” was losing more to brand 
“D” each month than it was gaining 
from brand “D.” 

Investigation of the advertising and 
promotion activities of brand ““D” was 
made and action was taken to counteract 
this loss. An additional comparison of 
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brand ‘“‘C’s” gain and loss with the total 
volume of all brands and with a selected 
group of major brands, could enable the 
manufacturer of brand “‘C” to deter- 
mine whether a downward trend of 
monthly sales was due to continual loss 
to another brand, or to failure in acquir- 
ing new customers sufficient to maintain 
steady volume. 

One limitation of this type of monthly 
index of brand switching, lies in the fact 
that only high purchase rate products, 
those that are normally purchased at 
least once each month, can be analyzed. 

For less frequently purchased products 
another device can be used. It is more 
complicated than a monthly index, but, 
for some brands, in some product classes, 
more meaningful. Chart VI demon- 
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brand “B,” unless continually stimu- 
lated by heavy promotional efforts, 
would soon disappear from the market. 
These two predictions have been borne 
out with the passing of time. The reason 
that one brand is a success and the other 
a failure was probably due to inade- 
quate cooperation between laboratory 
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research and consumer product testing 
research. Very few families bought more 
than their initial trial package. This 
Consumer Panel device alone, can do 
much to reduce the overall costs of dis- 
tribution. It can tell a manufacturer 
when advertising and sales promotion 
efforts will return dividends, and when 
it is “being poured down the drain.” 
Another use of the “Turn Back the 
Clock” method is demonstrated by data 
drawn from Industrial Surveys Com- 


pany’s Pilot Panel at Evansville, Indi- 
ana. This Pilot Panel is maintained con- 
tinuously for pretesting purchase diary 
forms and tabulating procedures. This 
analysis is a measure of a competitive 
situation in that market. It places a 
yardstick on the movement of customers 
from one brand to another, and the pro- 
portion of customers that are retained 
by a brand for a period of time. 

The base periods used in tabulating 
this type of brand loyalty depend upon 
the frequency of purchase of the product. 
Coffee users ordinarily buy at least one 
pound of coffee every thirty days. Hence, 
loyalty to brands of coffee can be meas- 
ured by months. Dentifrice purchases, 
on the other hand, are made at less fre- 
quent intervals and longer periods of 
time must be used to encompass suffi- 
cient family purchases. Units of three 
months have been found to be the opti- 
mum time period for analysis of brand 
loyalty in the dentifrice field. 

Chart IV demonstrates the difference 
in degree of brand loyalty between 
brand “‘A” and brand “B.” The families 
who bought any of brand “A” during 
the first quarter were found to have pur- 
chased 70 per cent of their dentifrice 
requirements from brand “A,” Io per 
cent of their purchases from brand “B,” 
and 20 per cent from “All Other” 
brands. By the time the fourth quarter 
rolled around, the 7o per cent had 
dropped to 30 per cent, and brand “B,” 
had increased its volume among brand 
“A” users from Io per cent to 25 per 
cent. “All Other” brands had raided 
brand “‘A” customers for 45 per cent of 
their volume. 

Examination of the loyalty of brand 
“B” purchasers in the first quarter 
shows that brand “‘B” lost only 20 per 
cent of its users over the six month inter- 
val. Brand “‘A” took 15 per cent of the 
loss, and “All Other” brands just 5 per 
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cent. Brand “‘B” was maintaining a 
higher percentage of its volume among 
previous customers, and it was winning 
its competitive battle with brand “A.” 


MEASUREMENTS OF BRAND 
LoYALTY ON CURRENT 
BasIs 


It has been found that brand inter- 
change measurements that can be made 
currently are extremely useful to the 
manufacturer even though they do not 
measure loyalty so concisely as the 
“Turn Back the Clock” method. The 
Monthly Index of Brand Switching en- 
ables the researcher to keep a finger on 
any competitive battle in which his 
brand might be involved. 

Every month certain amounts of vol- 
ume are lost and gained from competi- 
tion. This index measures the amount of 
gain and loss, as is indicated by Chart V. 
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The share of the market which brand 
“C” gained from brand “‘D’s” business 
of the previous month, is plotted above 
the zero line; the share that is lost to 


ogg “D” is plotted below the zero 
ine. 


The current index here indicated that 
brand “C” was losing more to brand 
“PD” each month than it was gaining 
from brand “D.” 

Investigation of the advertising and 
promotion activities of brand ““D” was 
made and action was taken to counteract 
this loss. An additional comparison of 
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brand “‘C’s” gain and loss with the total 
volume of all brands and with a selected 
group of major brands, could enable the 
manufacturer of brand “C” to deter- 
mine whether a downward trend of 
monthly sales was due to continual loss 
to another brand, or to failure in acquir- 
ing new customers sufficient to maintain 
steady volume. 

One limitation of this type of monthly 
index of brand switching, lies in the fact 
that only high purchase rate products, 
those that are normally purchased at 
least once each month, can be analyzed. 

For less frequently purchased products 
another device can be used. It is more 
complicated than a monthly index, but, 
for some brands, in some product classes, 
more meaningful. Chart VI demon- 
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strates the technique that makes it pos- 
sible to measure the loyalty of all fre- 
quently purchased brands. 

It is necessary previously to deter- 
mine a base by indicating the families 
purchasing a brand sometime during the 
entire year. Purchases of brand “X” by 
these particular families are then shown 
as a percentage of the total market dur- 
ing each month of the following year. 
After the base period families have once 
been located and identified, tabulating 
procedures on the current monthly data 
are quite simple. 


CoNCLUSIONS 


After two and one-half years of ex- 
perience with brand interchange studies, 
we are sure that only the surface has been 
scratched. We know that there is a great 
deal of experimenting yet to be done. 
Tabulating procedures determining band 
interchange for one product will not 
work for another. The purchase pattern 
between different product classes or 
commodities determines the tabulating 
procedures. Flour is purchased at quite 
regular intervals by most people, and 
the degree of loyalty to flour brands is 
relatively high. Soup purchases do not 
follow a logical purchase pattern. One 


week a housewife might buy two cans, a 
month later a half case, two months 
later six cans. 

The analysis of such irregular pur- 
chase patterns is necessarily complex, 
but the tendencies of people to change 
brands and purchase some products 
erratically are no more complex than 
they have ever been. The Consumer 
Panel technique has merely revealed the 
true nature of the consumer. Minute 
examination of purchasing habits is now 
possible. 

Researchers, who are putting this new 
concept of brand interchange to prac- 
tical use, have, for the first time, been 
able to isolate and measure the effects of 
their total sales program on _ brand 
loyalty. A weak loyalty index is ordinar- 
ily due to weaknesses in the product, 
advertising, or sales effort. 

The same tool that reveals these con- 
ditions can be advantageously used in 
measuring the success of all corrective 
action. 

More and more avenues of investiga- 
tion will be uncovered as researchers 
apply their talents and attention. It is an 
area of investigation that promises divi- 
dends to alert and attentive manufactur- 
ers. 














THE CONSUMER PANEL: A METHOD OF 
MEDIA EVALUATION 


HAROLD H. WEBBER 
Foote, Cone & Belding 


Epiror’s Note: Mr. Webber is Director of Research 
for his company, with headquarters in Chicago. 


HE RECENT wide-spread use of the 
fb preatin vs panel technique has fo- 
cused new attenticn on the many analy- 
ses now available for the first time. This 
trend toward better understanding of 
the technique was given impetus by the 
1944 Annual Spring Meeting of the 
A.M.A. where the first half-day of dis- 
cussion was devoted to consumer panels 
under the heading “Recent Trends in 
Market Measurement.” Recognition has 
also come from business leaders like Wil- 
fred Sykes, President of the Inland Steel 
Company, who recently said, “In my 
judgment a continuous system of ques- 
tioning a wide-spread consumer panel 
will do more to stabilize business (and 
consequently employment) than any 
single thing that may be done either by 
private enterprise or the Government.” 

We look on consumer panel research as 
something less than the panacea Mr. 
Sykes describes . . . but we recognize the 
consumer panel as a modern research 
tool which promises to provide more 
valuable and useful marketing and adver- 
tising information than has even before 
been available from a single source. 

We are all familiar with the fact that 
the tremendous advances that have been 
made in the field of production processes 
have come as a result of intensive study 
of the individual operations that make 
up the entire process. A similar study of 
the individual operations that make up 
the distribution processes has been ham- 


1 Advertising Age, August 30, 1943, p. I. 


pered by the lack of specific infor- 
mation necessary to control the large 
number of variables involved. A tre- 
mendous step in this direction is made 
possible by the consumer panel. For the 
first time, we have available detailed, 
specific and complete purchase informa- 
tion covering a substantial period of 
time. At the present writing, we have 
adequate information on the specific is- 
sues of every magazine that goes into 
these same homes during the same period 
of time. We have a complete “census” of 
information about each family—ages, 
occupations, income, and so on. We can 
relate purchase data to advertising influ- 
ences in a manner that was not possible 
before. 

In the discussion of the specific case 
which follows, we recognize that we still 
have some limitations. We can tell, for 
example, how many magazines carry our 
advertising, and how many carrying 
competitive advertising went into each 
home... but we cannot be sure, of 
course, that all members of the family 
(or, in fact, any members) actually read 
any or all of the advertising between the 
covers of these magazines. 

We can, however, differentiate be- 
tween purchases of those families who 
had an opportunity to be exposed and to 
be affected by advertising, as against 
those families who were similar in every 
respect except that they were not ex- 
posed at all, or were exposed a fewer 
number of times, to magazines carrying 
our own or competitive advertising. 

The following example (an actual case) 
represents an ideal situation for an anal- 
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ysis of this kind. Both manufacturers of 
a drug product have approximately the 
same distribution, they share the major 
portion of the market between them, 
they are exclusively magazine advertis- 
ers, and the market is relatively free of 
“deals” and special price promotions. 
Thus many of the difficult-to-measure 
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variables are removed before we begin. 
The case is presented not as an absolute 
end in itself, but merely as an historical 
record of an early success in a new field. 
Figure 1 shows the total number of 
families reached by the two brands at 
least once during the six-month period 
of the study. This chart does not take 
into account the differences between the 
amount spent by the two brands in the 
magazines—a factor we will consider in 
just a moment. At this point it is suffi- 
cient to note that Brand B spent about 40 
per cent less in magazines than Brand A, 
over this period of time. Since Brand B 
is spending 40 per cent less, it would ap- 
pear that it is doing a good job of reach- 


ing people for the money they are spend- 
ing, since they are reaching only 22.5 per 
cent fewer families. As you well know, 
however, simple coverage is not the 
whole story. The effect of repetition— 
how many families reached how often— 
must also be considered. Figure 2 deals 
with that question. 

Figure 2 shows the number of expo- 
sures, horizontally, and the number of 
people so exposed, vertically. Brand B 
had no families exposed more than 19 
times during the six-month period, while 
Brand A had 80 families (22 per cent— 
there were 1,763 families in the study) 
exposed 20 or more times. The per-fam- 
ily average for Brand A was almost twice 
that of Brand B. Brand B reached the 
average family 5.5 times—just under 
once a month—while Brand A’s average 
was 9.5. To sum up the two charts, 
Brand B’s advertising reached 22.5 per 
cent fewer families and reached them 
about half as frequently as its competi- 
tor. 

Figure 3 relates advertising cost with 
number of exposures bought by that ex- 
penditure, and even more important, it 
relates advertising exposures to those 
families that actually purchased the 
product. During this six-month period, 
Brand B spent only 60 per cent as much 
as Brand A. Weighting the number of 
families exposed by the number of times 
they were exposed, Brand A received 11,- 
994 total “family exposures’ —Brand B, 
by comparison, got 6,008 or §1 per cent 
of Brand A’s total. Comparing “family 
exposures” among the families who were 
exposed to the brand’s advertising and 
purchased the product at any time dur- 
ing the period, Brand B received only 23 
per cent of Brand A’s return! 

As has already been said, a scientific ap- 
proach to problems of the distributive 
processes must allow an intensive study 
of the individual operations that make 
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up those processes. It is necessary to deal 
with the costs of advertising in terms of 
dollars, circulation in terms of people 
and the frequency with which they are FIGURE 3 

reached, and the volume of their pur- COMPARISON OF ADVERTISING COST 


. Pegg ~ 
chases in terms of units. We must first vs. EXPOSURES 
attempt to allocate the total advertising 


expenditure to the sample 1,763 families 
which represents only a small fraction of 


expenditure by Brand B remaining un- 
changed, of course). To get the cost per 








a fe Actual Advertising Number of Families 
the total families in the country. We say Cost (six mourn) Exposures (173 ramuies) 
arbitrarily that it represents 1/20,000 1,994 


of the total. This figure, or any figure, , 
might well be questioned, since war’s ef- ' 
fect on the number of families in the 
country is not precisely known. How- 
ever, it does not make much difference 
just what number we do use since we are 
using the same number and the same 
proportion for both brands. 

When the total advertising cost is al- 
located, we find that Brand A spent 
$15.18 and Brand B spent $9.09 to reach 
these 1,763 families (the 40 per cent less 
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exposure we used only those exposures 
that “‘produced”’ sales, that is, that are 
related to actual purchases of the prod- 
uct. This is so because we want to relate 
advertising cost in terms of those sales. 


FIGURE 4 
ADVERTISING COST PER $100.0F SALES 
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Dividing the advertising cost by the 
number of family exposures among fami- 
lies who purchased, we find the cost on 
Brand A to be .304 cents per exposure, 
while Brand B’s cost is .787 cents—two 
and a half times higher. 

Figure 4 shows the advertising cost per 
$100 of accumulated sales, broken down 
by the accumulated number of exposures 
to the advertising. A larger sample would 
presumably have made it possible to cal- 
culate the advertising cost per $100 of 


sales for each individual number of ex- 
posures, but the data in the present sam- 
ple are not sufficiently stable for this. 
The shape of the two curves is highly sig- 
nificant. The fact that the curve for 
Brand A rises gradually and levels off 
smoothly indicates that families that re- 
ceive multiple exposures are rewarding 
Brand A with sufficient additional busi- 
ness, over those not so frequently ex- 
posed, to keep the ratio down. Perhaps 
an illustration will make this clear. If 
Brand A spent one cent to reach a family 
once, and that family bought one dol- 
lar’s worth of the product, the advertis- 
ing sales ratio would be 1 per cent. If that 
family were exposed 30 times and still 
only purchased one dollar’s worth, the 
ratio would rise to 30 per cent. The fact 
that the cost ratio curve does not rise 
steeply at the end indicates simply that 
additional exposures are paying for them- 
selves in terms of additional sales. 

This then is an ideal case. The only 
variables that were not evaluated were 
the intangibles of quality of product, and 
length of time each brand has been mar- 
keted (and its subsequent influence on 
purchase habits). The analysis, only a 
part of which has been presented here, is 
an encouraging exploration into a new 
research tool. More work and diligent 
workers are needed to go further into 
problems of multiple-media and the 
many others that must be solved before 
we have finally conquered one of the last 
fields to resist successfully evaluation by 
scientific method—advertising evalua- 
tion in terms of people and dollars of sales. 











MARKET ANALYSIS: A CASE STUDY 


G. A. REBENSBURG 
Edison General Electric Appliance 


Co., 


Eprror’s Note: The author is manager of the Com- 
mercial Research Division of his company, with head- 
quarters in Chicago. In this article he concerns himself 
with electric range and water heater market analysis. 


AVORABLE electric rates in a given 
—— are the first characteristics de- 
termining the market possibilities for 
electric ranges and electric storage water 
heaters. Adequate wiring, while apply- 
ing only to specific buildings, designates 
the minimum electric supply equipment 
at the point of installation, and ranks 
next to favorable rates as a market in- 
fluence. Unlike electric refrigerators, 
food mixers and other socket appliances 
effected only slightly by rates, the range 
and water heater present a highly spe- 
cialized problem to commercial market- 
ing which is directly concerned with bas- 
ic public utility operating policies, 
transportation of solid fuel, laws of the 
several states regarding trade practices, 
“combination utilities” which have large 
gas property investments as well as elec- 
tric operations, and several other funda- 
mental economic factors which definitely 
remove these two products from the class 
of “‘plug-in” appliances requiring only a 
convenient “outlet.” 

In 1931 there were slightly mere than 
20 million meters installed in dwelling 
units in the United States, yet only eight 
million electric meters had rates low 
enough to permit electric range installa- 
tions. By 1941 there were 25 million 
electric meters and 24 million (96 per 
cent) had rates favorable for electric 
ranges. Three cents a kwh is considered 
favorable, and the 1941 national average 
was 2.2 cents per kwh. However, there 
are rates as low as one cent per kwh, so 


Inc. 


even though the utility industry has 
recognized the revenue value of this 
major appliance, our market study be- 
comes more complicated because some 
rates are more “favorable” than others. 

The electric storage water heater 
found a favorable rate market later than 
the range, but has been developing even 
more rapidly during recent years. Only 
23 per cent of the electric meters were 
available in 1935. Today approximately 
70 per cent of the meters have a rate 
suitable for operation of a storage water 
heater. Domestic meters with 1.5 cents 
per kwh. or less rate, are considered fa- 
vorable. 

As mentioned, the foregoing may have 
the deceptive appearance of simplifying 
the market situation from the commer- 
cial research point of view. Actually, this 
rapidly shifting scene on the nation’s 
basic domestic electric rates has caused 
complexities requiring increased inten- 
sity in market study. For example, each 
of the several hundred operating utilities 
across the nation has its own rate and 
operating policy. However, each of them 
does not necessarily serve an identifiable 
geographic area. The properties vary in 
size from village municipal plants with a 
diesel driven generator, to vast business 
managed systems serving millions of resi- 
dential and thousands of industrial cus- 
tomers. While rates and service condi- 
tions are widely different, even between 
companies adjacent to one another, they 
are invariably determined by public 
bodies; and while they change, lower 
rates do not always mean a ready market 
for appliances. 

Adequate wiring for ranges and water 
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heaters costs as much as $50.00 per dwell- 
ing. This places a huge obstacle in the 
way of distributors and dealers; the ex- 
pense may be shared by the local utility 
company, paid in full by the utility, or 
shouldered entirely by the customer. 
These conditions must be studied by com- 
mercial research continually. Facts as- 
sembled concerning each of these condi- 
tions must be matched with conventional 
data to appraise the market. By conven- 
tional data we mean the relatively stand- 
ardized facts about local markets, such 
as information developed to determine 
the potential for refrigerators, washing 
machines, and other “plug-in” appli- 
ances. 

First efforts to create complete com- 
mercial research information on range 
and water heater markets disclosed that 
there was not available a single map 
showing what areas of the nation were 
served by electricity. The first step was 
to procure plain maps and enter utility 
operations by areas. This was done on 48 
state maps. The middle west and eastern 
regions showed almost complete elec- 
tricity coverage; typical was Ohio which 
had 100 per cent electric coverage. The 
far west showed vast stretches in many 
states where electric service was not 
available, as typified by Colorado. The 
maps portrayed how utilities frequently 
operate isolated properties in uncon- 
nected sections of a state, often having 
one or more other companies or a munici- 
pal or REA cooperative plant serving 
areas within their territories. The manu- 
facturers distributor may cover a terri- 
tory embracing a dozen companies, with 
a wide variety of rates and policies. His 
salesmen may work untiringly, but un- 
less complete information, broken down 
by towns and counties, is available, the 
distributor’s men are not able to know 
whether they are doing a good job or not. 

To help that distributor, conventional 


data on general conditions are developed. 
Suppose his biggest city: is served by a 

“combination company” serving both 
gas and electricity: the gas is installed for 
cooking and water heating; electricity is 
there for lighting and “plug-in” appli- 
ances. The utility needs its present gas 
load to retain the value of that property; 
hence, the distributor must find strong, 
independent dealers to sell ranges and 
water heaters because the utility does 
not promote the use of electricity where 
it takes the load from gas. 

Sometimes when commercial research 
showed that a rate for cooking was fa- 
vorable, the range business has been still 
unavailable because an unfavorable wa- 
ter heating rate existed. This situation 
caused the old water heater to remain, 
which in turn made gas cooking eco- 
nomic because of volume consumption. 

When commercial research was first 
applied to utility rates, the average 
monthly cost for cooking with electricity 
in each village, town, or city in a given 
state was entered upon a map. The same 
was done on water heating rates. Then 
parallel information concerning gas was 
entered. 

Next we made an estimate of electric 
range and water heater saturation, based 
on past sales records. Upon sheets ac- 
companying each map, all operating 
companies were listed, showing area 
served, attitude toward dealers, popula- 
tion, number of meters and approxi- 
mately twelve other facts concerning the 
market. We were then ready for an analy- 
sis. 

When the foregoing concrete informa- 
tion had been analyzed and was ready 
for distributors, it was then balanced in 
the light of certain relative factors. For 
example, the electric energy required to 
supply hot water in Miami, where water 
temperatures are mild, is somewhat less 
than the requirements in Duluth, or, 
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again, the competitive situation in Mon- 
tana where solid fuel and oil are difficult 
to transport, will vary from that in West 
Virginia, where coal and natural gas are 
more readily available. Incidentally, 
while these latter factors are the con- 
cern of commercial research departments 
for all products and services mentioned, 
they are perhaps more complex for range 
and water heater research than for these 
other commodities. 

A special factor bearing on the market 
potential of ranges which defies statisti- 
cal tabulation, is the effect of the limited 
type of water heating rates in some 
places. For example, a company allows a 
six hour “off-peak” charging period on 
the low water heating rate after which 
the higher rate applies. This naturally 
curtails water heater sales; but it also 
effects range sales, since the volume re- 
quired to earn low rates for gas water 
heating requires the addition of the cook- 
ing load. Distributors must be supplied 
with evaluations as to the effect of these 
varying limited rates on sales potential 
for both ranges and water heaters. 

The foregoing, while not attempting to 
cover all research problems, indicates the 
need for special studies in given territo- 


ries, and represents the basic study out- 
line that must be supplied distributors in 
all areas. 

Because electric rates are always 
changing study must be continual to 
maintain market control. One highly 
favorable factor that has been present 
from the earliest days of commercial re- 
search for electric ranges and water heat- 
ers is that all changes in electric rates 
which effect these products are reduc- 
tions. Another favorable condition is 
that new buildings are being equipped 
with adequate wiring in ever increasing 
numbers. These conditions cause the 
commercial research outlook, insofar as 
it concerns increasing sales, to be bright. 

All of the collected data lends itself as 
market information to the needs of the 
manufacturer, distributor, and dealer; 
but its most important function is as a 
perpetual control index by which all 
sales performances are measured. Thus, 
the manufacturer always knows where 
he is doing a good job, or where he is 
remiss. Commercial research is the traf- 
fic control by which the company knows 
how successfully its products are being 
merchandised at all times. 











SOME PROBLEMS OF SELLING AIR TRAVEL 


JOHN H. FREDERICK 
The University of Texas 


Eprror’s Note: To date little is available on the market- 
ing of air transportation; yet this is a subject of significance 
to all marketing men. Professor Frederick's article dis- 
cusses the problems found in selling air travel in the pre- 
war, the war, and the postwar periods. 


N 1926, there were 5,782 passengers 
l carried by the commercial airlines of 
the country and in 1941, the last year of 
normal airline operations, there were 
4,060,545. This growth, which is shown 
in Table I, particularly since 1934, has 
been due to the generally improved 


Tas.e I. Tora Passencers Carriep By Domestic 


AIRLINES* 
(By calendar years) 
1926— 5,782 1934— 461,743 
1927— 8,661 1935— 746,946 
1928— 47,840 1936—1 ,020,931 
1929—159,751 1937—I , 102,707 
1930—374 935 1398—1 , 343,427 


1931—469, 981 
1932—474 279 
1933—493,141 


1939—1 ,876,051 
1940—2,959,480 
1941—4,060, 545 


* Table compiled from Civil Aeronautics Fournal and 
airline monthly reports. 


safety record of the airlines, to satis- 
factory business conditions (including 
national defense activities since 1939), 
to better service offered by the carriers, 
and in large part to improved and more 
intensive airline promotion and selling. 
The entry of the United States into the 
war immediately restricted sales activi- 
ties because of the inability of the air- 
lines to handle all traffic with a reduced 
amount of equipment. This congestion 
led to the adoption of a system of priori- 
ties still further limiting airline selling. 
It is, therefore, a good time to examine 
some of the problems of selling air travel 
in the past as well as to take a look into 
the future. 
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Ear.y DIFFICULTIES 


The selling of air travel has met with 
several difficulties, some of which have 
been largely overcome, others of which 
still stand as a challenge to the industry. 
The first of these problems was an in- 
dustry one and was concerned with the 
attitude of airline executives during the 
early years of air passenger transporta- 
tion in the United States. 

During these years, from 1926 through 
1935, the men in charge of commercial 
air transportation were technicians, men 
devoting their time to the building of or- 
ganizations for the purpose of manu- 
facturing air transportation. They were 
not sales-minded. They knew much more 
about how to operate their companies 
than how to sell their product. This was 
a natural condition in an industry where 
the first task was to develop a product in 
which the public would have confidence; 
in an industry confronted at first with 
selling something absolutely new; and in 
an industry which had to develop and 
perfect its product entirely out of capi- 
tal, not out of earnings. For hundreds of 
years people had been thinking in terms 
of land and water transportation—the 
accepted methods of travel. At the start, 
therefore, the air transportation industry 
found it necessary to develop a product 
much more perfect than the consumer 
demand for this type of transportation 
warranted at the time. Probably no other 
service or product ever offered the public 
had to be so perfect, so safe, and so reli- 
able as did the transportation services of 
the airlines before public acceptance 
could be expected. 

All the perfecting of the product of the 
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airlines had, moreover, to be done en- 
tirely out of the capital of the operators 
and not out of income from sales. This 
has seldom been the case in other in- 
dustries. In the case of the automobile, 
for example, consumers bought machines 
year after year and put up with poor per- 
formance and but little comfort; in the 
meantime, the automobile manufactur- 
ers were able to use the consumers’ 
money in perfecting their products. The 
same can be said for radios, electric re- 
frigerators, and many other products 
which went through years of improve- 
ment, financed almost entirely out of 
the sales dollar, not out of capital. 

It was no wonder, then, that most air- 
line executives made little attempt to 
sell air travel in terms of what it would 
do for the person who used it. No one 
made any effort to induce people to think 
in terms of how air transportation might 
affect them in their personal and bus- 
iness affairs. 

After 1935 there was a change of atti- 
tude on the part of airline executives. 
Air transportation was emerging from 
one definite era, in which the airlines 
were predominantly concerned with per- 
fecting their operations far beyond what 
was warranted by their incomes into a 
distinctly different era in which they 
were being forced to meet a rapidly grow- 
ing demand for ever-increasing and bet- 
ter service. As this took place, airline 
executives began to pay greater atten- 
tion to their sales problems which were 
largely centered in overcoming certain 
mass resistances to this mode of travel. 
This was probably the greatest challenge 
ever offered to the selling of a service, 
since practically the entire job of pro- 
moting air transportation to a position of 
mass acceptance in this country had to 
be accomplished. Even today in a coun- 
try of approximately 136,000,000 people, 
only an estimated 300,000 or 400,000 


people make extensive use of air travel. 
Other forms of transportation have had 
their problems, but the airlines were and 
are, confronted by certain real and de- 
finite complexes on the part of the gen- 
eral public. Before mass acceptance be- 
comes a fact, these must be overcome. 


THE OVERCOMING OF FEAR 


Most important of these complexes is 
that of fear, which may be characterized 
by ignorance and fear of the unknown, 
which itself is based on ignorance.! These 
are the psychological factors involved, 
and they work together. They do not 
exist as separate hazards to the progress 
of air transportation, and so they con- 
tribute equally to mass resistances which 
must be overcome in selling air travel. 
Fear for personal safety has been char- 
acterized as “‘the first protective wrap- 


ping around the blind prejudice of the 


person who prefers to stay on the 
ground.””? One of the most serious mani- 
festations of the fear complex is the op- 
position of women characterized by the 
statement, “I won’t let my husband fly.” 
Much has been done to overcome this 
attitude by sales and promotional work 
to make women realize that air transpor- 
tation is a woman’s business and that 
they too enjoy the benefits which result 
from speeding travel. If a prospective air 
traveler can be educated so that he or she 
realizes that one is comparatively as 
safe in an airplane, particularly the com- 
mercial transport plane, as in another 
vehicle, he or she has taken the first and 


1 Many traffic surveys and market analyses have been 
made by individual airlines, publishers, and others who 
are interested in the future of air transportation. All 
such surveys have had practically the same percentage 
of answers to the question “Why don’t more people 
fly?” In every case, 65 or 70% of those questioned said 
“fear” was the prime reason. “Cost” was second in 
35 to 40% of the answers in nearly all surveys. 

* Hay, T. P., “Selling Air Travel,” Aero Digest, April, 
1939, pp. 56 ff. 
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longest step toward becoming a steady 
user of air transportation. 

Fear will never be as important a 
factor in the future. The war and the 
necessary consequent use of air transpor- 
tation by thousands who might other- 
wise have never left the ground has 
changed the attitude of the general pub- 
lic in this respect. It must not, however, 
be disregarded in future sales plans. 

In developing any new means of trans- 
portation, the problem of improving 
safety is important, and this is not new 
or peculiar to air transportation. The air- 
lines are not yet as free from danger as 
are our railroads, and it will be some time 
before they are, but there have been real 
achievements in the development of 
safety in air transportation during recent 
years. 

Since 1929, the frequency of passenger 
fatalities in scheduled air transportation 
has fluctuated considerably from year to 
year but has shown steady improvement. 
Table II divides this period into three 


TasLe II. AVERAGE PASSENGER FATALITIES PER 
100,000,000 PassENGER MiILeEs* 


1929-31—26.7 
1933-37— 7.8 
1939-42— 2.8 


* Compiled from Civil Aeronautics Fournal. 


stages, each characterized by a reason- 
ably stabilized accident record, omitting 
1932 and 1939 as transitional years. 
Even though it does not take into con- 
sideration the passenger load factor of 
the aircraft involved, the standard of 
“passenger fatalities per passenger-miles 
flown” appears to be the most accurate 
available for purposes of analysis and 
comparison.® 

3 The conventional method of figuring the safety 
factor, “deaths per passenger-miles flown,” can easily 
give a misleading impression as far as the public con- 
fidence factor is concerned. If the airlines continue to 
have a large annual growth in traffic, they could suffer 


five or six fatal accidents each year and yet show an 
impressive decline in “deaths per passenger-miles 


The average accident hazard de- 
creased by approximately 70 per cent in 
two years when the airlines began oper- 
ating twin-engined planes. It decreased 
by another 60 per cent between 1937 and 
1939. In the worst year since 1933 the 
airline safety record has been more than 
twice as good as in the best year prior to 
1932 and the worst year since 1939 has 
been 20 per cent safer than the best year 
before 1939. 

The character of the future safety 
record will undoubtedly be a very im- 
portant factor in determining how fast 
passenger traffic is built up after the 
close of hostilities. It is probably more 
than a coincidence that the practically 
perfect record of 1939-40 was accom- 
panied by twice as large a gain in the 
number of passengers carried as had ever 
before occurred in one year. 

The airlines have been carrying on a 
deliberate and carefully thought out 
campaign and have practically elimi- 
nated accidents due to mechanical failure. 
It is logical to assume that an error in 
human judgment somewhere along the 
line—by the weather forecaster, the dis- 
patcher, the pilot, or someone else—has 
been at the bottom of most of the recent 
accidents. Without going into the tech- 
nical side of improved radio ranges, in- 
termediate landing fields, more frequent 
and better weather reports, and stricter 
regulation of air trafic by the Civil 
Aeronautics Authority, it appears that 
practically all of recent and present ef- 
forts striving for greater safety lead to- 
ward a single goal—elimination of the 
human equation. The two main chan- 
nels through which this goal is being ap- 
proached are a reduction in pilot fatigue, 





flown.” The number of crashes will probably continue 
for some years to be the most important single factor 
in determining the safety of air travel in the minds of 
present non-fliers—the group which offers the best 
prospect for large increases in passenger traffic. 
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both physical and mental, and a lessen- 
ing of the necessity for the exercise of 
personal judgment by the pilot. A fair 
conclusion is that in response to steadily 
increasing pressure to reduce even fur- 
ther the human element, the number of 
bad accidents will be materially less in 
the next five years as compared with the 
past five. 

At the present time it is safe to say 
that, on the basis of the passenger miles 
flown, it is just as safe to travel in the 
planes operated by commercial airlines 
as it is to travel in the ordinary passenger 
automobile.‘ 


THE Cost CompPLEex 


The second complex to overcome is 
that travel by air is extremely expensive. 
Various studies have contradicted this 
statement, particularly for the business 
executive whose time is worth more than 
$2.00 an hour to whom air travel is 
more economical than any other form, 
but the argument is still strong for other 
types of travelers. 

During the time that the number of 
air travelers was increasing so rapidly 
from year to year, the average passenger 
fare per mile was gradually declining. In 

1926, the average passenger fare per 
mile in domestic operations was 12 cents; 


by 1933 this had declined to slightly 
over 6 cents and by 1939 to slightly over 
§ cents where it rests today.® 

Cash fares for air travel are almost al- 
ways in excess of those charged for rail 
travel between the same points of origin 
and destination but the difference is 
sometimes slight if the cost of air travel 
is compared with that of the highest class 
railroad service, and in some cases the 
air travel cost may actually be less than 
by rail, if costs of meals enroute are con- 
sidered. Different conditions and prac- 
tices make it difficult to generalize with 
respect to the comparative costs of rail 
and airplane journeys. But it can no 
longer be said that air travel is a luxury 
to be afforded only by the wealthy, by 
those who are in need of speed only, and 
by persons who are attracted by the 
novelty of the service and who pay for it 
as they would for any other unusual and 
occasional entertainment. 

Airline passenger fare reductions of 
any consequence will probably not come 
soon or to the extent popularly supposed, 
although they may prove a factor mildly 


5 The estimated fares in cents per passenger-mile in 
1942 on the principal domestic airlines were: American, 
5.50; Braniff, 5.13; Chicago and Southern, 5.03; Delta, 
4-94; Eastern, 5.75; Pennsylvania-Central, 6.12; 
T.W.A., 5.47; United, 5.47; and Western, 5.40. 


* The 1936 edition of the Transactions of the Actuarial Society of America contained the following table compar. 


ing airway travel with other modes of transportation: 




















Motor Vehicles Public Carrier (Revenue) Scheduled 
— Other Than Busses Air Lines 
Railroads Revenue Busses (Including 
’ (Mostly Private Intercity Foreign 
1934-35 Automobiles) All, 1934-35 Busses Only, Extensions), 
1934-35 1934-35 1934-35 
Passenger-miles 36, 469,000,000 | 750,000,000,000 | 42,132,000,000 | 30,787,000,000 | 585,838,000 
Passengers carried gO0 ,000 ,000 -- 4,941,000,000 | 1,030,200,000 1,422,000 
Passenger fatalities 86 40,000 270 est. 200 est. 34 
Passenger fatalities 
Per 100,000,000 
passenger-miles 0.24 §.3 0.64 0.64 5.8 




















If anything, the situation today is even more favorable to scheduled airline transportation, 
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stimulating to air travel as soon as the 
airlines begin to seek passengers again. 
Public opinion will play a part. As fears 
over the safety of flying diminish, more 
people will want to use this new means of 
transportation, and then there may be 
complaints about high rates, especially 
if the major airlines continue to show 
rapidly mounting earnings.® 

The use of larger equipment as soon as 
it becomes available will tend to reduce 
rates, but not nearly to the extent popu- 
larly imagined. It is estimated that the 
substitution of 21-place planes for 10- 
place planes cut operating costs from 4.5 
to 3.1 cents per seat mile, but that the 
38-passenger planes will reduce this lat- 
ter figure to only 3.0 cents. The major 
lines are now, for the most part, using 
21-place planes, passing on the whole of 
the extra savings from 38-place equip- 
ment would mean lowering the fare on an 
average 400 mile flight by only 40 cents. 
Probably more efficient large planes will 
be evolved out of the war activity but 
barring some revolutionary new tech- 
nical development, substantially lower 
passenger rates are unlikely to be 
achieved through use of larger planes 
alone during the next few years. 

Any general downward revision in 
passenger fares for some time will prob- 
ably do the industry considerably more 
harm than good. While it might acceler- 
ate the growth of air travel, at the same 
time it would undoubtedly force the in- 
dustry back to an unprofitable operating 


® At a session of the Civil Aeronautics Board on Feb. 
27, 1943, the eleven leading domestic airlines were 
ordered to “show cause” (Docket No. 850) why their 
general level of passenger fares should not now be 
considered “unjust and unreasonable” and why a 10% 
reduction in same should not be put into effect. Sub- 
sequently American, Eastern, T.W.A. and United filed 
new passenger fare tariffs reducing rates by 7.6% and 
Western reduced its fares by 6%. The show cause order 
against these airlines was then dismissed by the Board 
but the investigation involving the six other airlines 
cited in the original order continued. 


basis. Because they must still look to 
passengers to a considerable degree for 
their continued growth, the airlines even- 
tually will have to lower their fares be- 
low present levels and bring the cost of 
flying within the reach of a larger portion 
of the traveling public. For some time, 
however, it is safe to conclude that im- 
proved safety, higher frequency of sched- 
ules, better passenger accommodations, 
and new routes are of themselves suffi- 
cient to bring about further large in- 
creases in air passenger traffic without 
the necessity of materially reducing 
passenger fares. 

Airline officials unanimously agree 
that the best way to make a prospect 
into a regular air traveler is to get him or 
her to take one flight. There is no better 
way to strip aside the miasmic fears and 
doubts that shroud the unknown. The 
next best way is to parade before pros- 
pects, in advertising and by personal 
salesmanship, the business of air trans- 
portation in all its size and importance, 
its precise schedules and services. This is 
positive selling of safety. The romance 
should be taken out of air transporta- 
tion. It should be treated as just another 
means of getting from one place to an- 
other and, as such, fitting into the every- 
day habits of American life. Abstract 
safety statistics are neither interesting, 
impressive nor even necessarily intelli- 
gible to the average prospective air trav- 
eler. The real job is not only to impress 
on the public the fact that air transpor- 
tation has come of age, but to “drive 
home”’ just how integral a part of our 
daily lives it really is. The war is doing 
much of the latter! 


AIRLINE ADVERTISING 


It might be said of the air transport 
industry that it was engaged, practically 
from its conception, in what is termed 
“destination advertising.” Running 
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through the early advertising programs 
of all the airlines was the theme of the 
time-saving element offered in moving 
passengers from one destination to an- 
other with speed and comfort. In other 
fields of marketing and advertising this 
would be called “product advertising.” 
Little of the advertising, with the excep- 
tion of a few institutional efforts took 
the form of an educational campaign 
planned to induce the unitiated to apply 
air transportation to his business as well 
as to his social life.’ 

This type of product advertising built 
up the prestige and services of individual 
lines and doubtless drew some new bus- 
iness, but it was not until 1937-38 that 
several airlines followed the lead of 
American Airlines and began doing a 
spasmodic job of institutional or public 
relations advertising in newspapers and 
magazines. This effort was appraised by 
many authorities as beneficial not only 
to the airline which published a particu- 
lar series of advertisements but to the 
industry as a whole, and its evident 
soundness as an industry promotion 
caused the airlines of the United States 
to take an important cooperative step. 

In the early part of 1939, the airlines 
and several manufacturers of commercial 
type planes entered into a cooperative 
institutional advertising campaign under 
the auspices of the Air Transport Asso- 
ciation of America, using the slogan “It 
Pays To Fly.” This plan of institutional! 
advertising did not contemplate the 
abandonment or curtailment of the des- 
tination type of advertising carried on 
by individual companies. It was designed 
to overcome the facts that, in spite of 
the familiarity of the services offered by 
the individual airlines, gleaned from 


’ An exception to this statement is the advertising of 
American Airlines. Its development is interestingly 
traced by Willis, P. P. in Your Future Is in the Air 
(New York: Prentice-Hall, Inc., 1940). 


their advertisements, the public gener- 
ally was ignorant of the development of 
commercial air transportation as a whole 
and that heretofore no serious attempt 
had been made to interpret the i:.dustry 
to the public in language of its thoughts, 
habits and personal interests. 

Airline advertising has been in a pe- 
culiar situation since we entered the war. 
Early in 1942, the Air Transport Asso- 
ciation of America, to which all sixteen 
airlines belong, set up a “voluntary” 
censorship over all advertising and pro- 
motional activities of its members. The 
set of rules set up was quite rigid, requir- 
ing the review section of ATA to pass 
upon all publicity, house organ material, 
speeches of airline executives (except in 
the case of accidents), and advertising, 
including timetables, folders, posters, 
counter cards and outdoor signs (both 
those already in use and those proposed). 
Only advertising that contributed to the 
war effort was in general passed during 
1942, although at certain competitive 
points such as New York, display adver- 
tising in newspapers showing frequency 
of service, provided no more than three 
schedules between any two points were 
listed, has been permitted. 

Naturally the ATA code radically 
changed airline advertising practices. 
The companies eliminated anything 
smacking of competitive selling, all refer- 
ences to comparative costs of plane and 
train travel, and other angles of “prod- 
uct” advertising. Nearly all airline ad- 
vertising assumed, therefore, a distinctly 
institutional approach. Some of this ad- 
vertising has been of a very high order, 
benefiting not only the airline running 
the copy but the industry as a whole. 

In March, 1943, the ATA censorship 
over airline advertising and promotional 
activities was lifted and it is no longer 
necessary for the airlines and their agen- 
cies to submit material which they desire 
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to publish to the ATA. 

In promoting the future growth of air 
transportation it seems logical for the 
airlines and manufacturers to pool en- 
ergies to get people off the ground for the 
first time. Once a person has traveled by 
air, the chances are that he or she will do 
so again, and after that become any 
airline’s prospect. Up to this point, 
however, he or she remains an industry 
prospect, and by all sound and logical 
reasoning should be treated as one.® 

From a sales standpoint no one en- 
visages a saturation point for air trans- 
portation. As people think in terms of air 


8 Combs, R. M., “Let’s All Sell Air Travel,” ero 
Digest, October, 1939, pp. 81 ff. 


travel, they will continually find newer 
and different uses for it and more ways to 
benefit from it. When automobiles were 
invented, they did not simply move 
people out of horse-drawn buggies and 
take that same number of people on the 
same trips they would have taken in 
buggies. Automobiles greatly expanded, 
multiplied, and diversified travel be- 
cause they made possible the use of 
transportation in many more and differ- 
ent ways. “More ways for people to use 
air transportation advantageously is the 
ultimate measure of the market for the 
product of the airlines.’ 


® Smith, C. R., before the Insurance Advertising Con- 
ference, New York, May, 1939. 
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MARKETING PRINCIPLES 
ROBERT D. W. BARTELS 


Eprtor’s Note: This article is based on the author's 
doctoral dissertation at the Ohio State University. It is 
hoped that it will arouse some discussion on this important 
topic. The author has taught at the University of Washing- 
ton and at the University of California. At present he is 
in the United States Navy. 


CRITERION of the maturity of logical 
A analysis is the extent to which 
principles of a subject are developed and 
stated. Measured by this standard, the 
study of marketing can be said to have 
made substantial progress, because dur- 
ing the past thirty years not only have 
many facts about marketing been col- 
lected, but many truths concerning it 
have been scundly generalized. Never- 
theless, the relative absence of principles 
identified as such, suggests that some- 
thing is yet to be desired in the statement 
of marketing theory. 

It may be said at the outset that the 
existence of marketing principles has 
been widely presumed, for a long-stand- 
ing objective of students of marketing 
has been to derive and to state them. 
Some writers have named their books 
Principles of Marketing, and others have 
set apart certain generalizations which 
they termed “principles.” 

Notwithstanding this long-expressed 
interest, there exists today neither a 
clearly identified body of marketing 
principles nor general agreement as to 
what a principle is. The absence of such 
a body of principles suggests one of two 
conclusions: either that the facts of the 
subject have not been sufficiently as- 
certained, or that the significance of 
methodological and theoretical problems 
is not fully appreciated. However, suf- 
ficient data describing the marketing 
process have been collected to suggest 
that the absence of principles is not due 
to ignorance of the subject. Their ap- 


parent absence must be attributable to 
another cause. 


THE DEFINITION OF “PRINCIPLE” 


One factor contributing to this lack 
of stated principles is the wide variety 
of meanings given the term, among whch 
are the following: rule of action, general 
truth, fundamental assumption, and 
comprehensive or governing law. 

It is generally agreed that a principle 
is an element of science falling between 
specific observation and theory. Ob- 
servation and experience are the pre- 
requisites to thought which organizes 
itself as theory. Individual experiences 
repeated in one’s own existence are habit- 
ual rules of action; repeated in the ac- 
tions of others, they form dehavior pat- 
terns, which are, more or less, summaries 
of individual experiences. Observed facts, 
consciously entertained, constitute the 
main postulate, elementary proposition, 
or fundamental assumption of deductive 
analysis. 

Upon these premises are built theory 
and science. The statement of the rela- 
tionships existing between seemingly 
causal and effectual phenomena, - 

stitutes a Jaw, theory, or principle. A 
body of such principles is a doctrine. 
Science is accumulated knowledge con- 
sidered as a distinct field of study, and 
systematized with reference to the dis- 
covery of general laws. 

In contrast to all of them, art is knowl- 
edge applied and made efficient by skill. 

Because these terms have been em- 
ployed interchangeably so that their 
exact meanings have been obscured, it is 
well to remember that a principle is a 
statement of causal relationship between 
two or more phenomena. 
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PRINCIPLES IN ECONOMIC AND 
MARKETING LITERATURE 


In both economic and marketing 
writings, a principle has properly been re- 
garded as a statement of relationship 
between causes and effects. In theoretical 
economic writings, however, the attempt 
to demonstrate such relationships has 
resulted in lengthy explanations. The 
sets of relationships existing, for ex- 
ample, between various scales of opera- 
tion and resultant costs of production 
cannot be set down in few words. The 
principles of valuation, specialization, 
exchange, et cetera, are also explained at 
length, but there rarely grows out of 
those explanations a concise statement 
which would serve as a basis for pre- 
dicting the results likely to follow from 
given causal conditions. Nevertheless, 
although principles may not be explicitly 
formulated, they seem to be implicitly 
present in the discussions. 

In marketing literature, on the other 
hand, the concept of principles has not 
been associated with such lengthy theo- 
retical discourses. The subject has been 
neither so broadly generalized nor so 
penetratingly reduced to fundamental 
assumptions as theoretical economics. It 
has been more descriptive and practical, 
and, as a result, the principles derived 
have been of a simpler nature. For ex- 
ample, in studies of relationships existing 
between markets and the distributive 
means of reaching them, principles have 
tended to represent rules of action more 
than comprehensive and governing laws. 
As a matter of fact, the simpler type of 
principle, such as rules for choosing a 
particular channel under given circum- 
stances, has been emphasized almost to 
the neglect of the broader factors govern- 
ing channel choice in general. 

That one or the other type of principle 
is necessarily the more suitable for either 
marketing or economics cannot be said. 


Each has its merits. And each field of 
study may benefit by employing to a 
greater extent the methodology char- 
acterizing the other. 

There are a number of reasons for the 
failure to develop principles of the 
broader sort for the field of marketing. 
First, marketing was regarded more or 
less as an activity of institutions com- 
parable to mechanisms performing a 
function. That type of study was thought 
most important which yielded improve- 
ments in operating techniques and de- 
veloped rules of action. Second, the need 
for improved rules of action required the 
elaborate description of the marketing 
process. Consequently, emphasis was 
placed upon description, and such de- 
scription did not at times exceed the 
bounds of summarization of the indi- 
vidual cases observed—it did not attain 
the status of generalization. Third, 
marketing writers have not always been 
conscious of the assumptions underlying 
their logic. They were, on the whole, 
generally concerned more with the prac- 
tical than with the theoretical aspects 
of the subject. 

In defense of the study of marketing, 
it may be said that inasmuch as the field 
is one commonly regarded as “applied 
economics,” rules of action rather than 
generalized principles may be expected. 
Furthermore, it is perhaps fair to judge 
the study of marketing not by the ma- 
turity it has attained, but by the direc- 
tion of its inclination. The youth of the 
study of marketing may preclude gen- 
eralization, and, as in other more de- 
veloped sciences, the broader principles 
may be derived only at a later stage. The 
character of the principles already stated 
may be peculiar to that elementary stage 
of a science in which facts are sought, 
concepts defined, and classifications de- 
limited; in which the existence of law ex- 
plaining relationships, effect, and change 
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is assumed; and in which generalizations 
are made tentative pending fuller under- 
standing. This stage precedes one in 
which more philosophical issues are 
taken up, and in which methodology, 
ideology, and relationships of various 
disciplines are investigated. The study 
of marketing may be ripe at present for 
scholars who will synthesize it and 
formulate the more general principles. 


PRINCIPLES IN MARKETING LITERATURE 


Perhaps the most convincing evidence 
of the type of principles thus far pre- 
sented is found in the principles them- 
selves. Below are listed some which have 
been found in a variety of marketing 
writings, and which are intended to be a 
sample rather than a comprehensive list 
of principles. Some have been taken 
verbatim from the writings; others have 
not been accredited to particular writers 
because the generalizations are so com- 
mon in marketing thought that it would 
be unjust to attribute a statement of 
them to any one person. The categories 
into which they have been grouped are 
also merely suggestive rather than con- 
clusive and final. 

1. Operational Principles—those which 
pertain to business conduct, and which 
are accepted as laws or rules to be em- 
ployed in the operation of a marketing 
institution. 


The leasing of departments of a depart- 
ment store tends to be most desirable when 
skill, specialized knowledge, and extreme 
style risks are involved in handling the goods 
in question. 

Good lighting is a requisite of successful 
merchandising, because it creates a pleasing 
atmosphere for trading, facilitates inspection 
of merchandise, enhances its appearance, and 


gives an impression of modernity and pros- 
perity.! 


*H. C. Nolen, and H. H. Maynard, Drug Store 
Management, McGraw-Hill and Co., N. Y., 1941, p. 62. 


The convenience of all concerned is the 
foremost consideration in store layout.” 

For private brands to be successful, the 
demand for them must be consistent and 
steady. 

The initial stock for a new store should 
consist approximately of the proportions of 
stocks in going stores. Subsequent stocking 
should reflect demand and supply peculiar- 
ities of the locality. 

The pricing policy for a store cannot be 
based upon the gross margin of any one 
profitable item. When a number of items are 
handled, the general policy must be com- 
posite, reflecting the nature of demand for 
the goods, the availability of it to the seller, 
competition, cost, and ease of handling. 

The combination of all possible resources 
for the creation of one distinct impression is 
the best means of attracting attention and 
putting across the selling idea. 

In selling, greet customers promptly; re- 
member names and facts; study your cus- 
tomer; know your goods; make things plain, 
tell the truth; do not argue, etc.® 


Every book on merchandising princi- 
ples and practice will be found to abound 
in generalizations of this type. It has 
been the most common and abundant 
type of marketing principle presented. 

2. Principles Involving Institutional 
Relationships—those pertaining to the 
combination of institutions into market- 
ing channels and to che competitive rela- 
tions of the establishments. 


The outlets through which goods are dis- 
tributed vary, depending upon the buying 
habits of consumers with respect to the 
goods. 

“In a seller’s market the competition 
among middlemen to get the goods leads to 
specialization, but in a buyer’s market the 
opposite tendency exists.’ 

“Retail price competition provides an 
impetus toward integration in the marketing 

2 Ibid., p. 75. 

3 [bid., pp. 260-261. 


4P. W. Ivey, Principles of Marketing, Ronald Press 
Co., N. Y., 1921, p. 16. 
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process. The social aspects of retailing are 
evident in the constant tendency toward im- 
provement in selling environment and exten- 
sion of customer service. The basic economic 
aspect reasserts itself when competition be- 
gins to appear in pine-board stores or aban- 
doned warehouses, but with lower prices.’§ 

“When conditions demand modification in 
the existing marketing structure the change 
will be made either by modifying existing 
practices or by developing new institutions.’”6 

“As independents are able to increase their 
efficiency and meet the chains on more even 
ground, the comparative advantages of the 
chains may be reduced to a point where tax 
burdens will be important limiting factors in 
further chain expansion.”” 

“When the number of potential users of a 
given product is large, the market scattered, 
the unit of sale low, the credit standing of 
consumers limited, demand irregular, prompt 
delivery of major importance, economies in 
shipment possible, little or no technical sales 
service required, repair service essential, and 
relatively little sales promotional effort pro- 
duces satisfactory results; then the distribu- 
tor channel is the most economical means, 
provided, of course, that the distributor 
operates with a reasonable degree of effi- 
ciency.””® 

As changes occur in the retailing structure, 
changes will also occur in the wholesaling 
system. 


3. Principles Relating to the Marketing 
Task—those which are drawn from the 
relationship of marketing to more general 
social and economic phenomena. 


Because personal service and convenience 
usually mean more to consumers than mere 
mechanical efficiency, the use of mechanical 
and automatic labor-saving devices in dis- 


5Wm. Girdner, “Integranted Marketing Institu- 
tions,” The Annals of the American Academy of Political 
and Social Sciences, May 1940, pp. 60-61. 

*H. H. Maynard, W. C. Weidler, T. N. Beckman, 
Principles of Marketing, The Ronald Press Co., N. Y., 
1939, p- 18. 

7 Tbid., p. 154. 

* T. N. Beckman and N. H. Engle, Wholesaling, The 
Ronald Press Co., N. Y., 1937, p- 197- 


tribution is more limited than in production. 

The enjoyment of the products of mass 
production depends upon the operation of a 
vast and complex system of distribution. 

A simple economic organization is most 
conducive to direct selling. 

As the income of a family increases, the 
percentage of income expended for food and 
housing decreases, and the percentage ex- 
pended for clothing and miscellaneous items 
increases. 

The extent of the marketing task is de- 
pendent upon the character of production, 
even as the character of production is de- 
pendent upon the nature of the market and 
of the marketing facilities. 

As peoples and nations advance in civiliza- 
tion, trade increases and the structure of 
marketing institutions becomes more com- 
plex. 

“The demand for luxury goods tends to 
increase as wealth is concentrated in a 
minority of the population.’”® 

The employment of women affects the 
market through both the character of de- 
mand and the volume of it. 


4. Hypothetical Principles—those 
which, breaking away from observa- 
tional and statistical bases, project 
generalizations into hypothetical situa- 
tions from assumed bases. 


So long as exchange is obstructed by a 
given condition, it will be a function of 
marketing to overcome that obstruction or 
difficulty. 

“So long as tastes vary it wil] be impossible 
to standardize consumer goods in the same 
way as paving-bricks or steel rails can be 
standardized.’ 

So long as consumers demand and expect 
to obtain commodities immediately upon 
their decision to buy or their discovery © 
need, the cost of foresight and risk will be 
incurred by merchants and will be included 
in total distribution costs. 

Continuous competition in marketing, ex- 


® Maynard, Weidler, and Beckman, of. cit., p. 18. 
1° Does Distribution Cost Too Much, Twentieth Cen- 
tury Fund, 1940, p. 340. 
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pressed in experimentation in methods of 
distribution, types of enterprises, arrange- 
ment of functions, and new methods of per- 
formance, evolves new patterns of distribu- 
tion. 

Price in the market is determined in the 
long-run by general factors of demand and 
supply, and in the short-run by a variety of 
institutional pricing policies. 

Because of their increasrng overhead costs, 
department stores cannot expand their sales 
indefinitely without incurring proportion- 
ately higher costs of operation. 

“With all the modifications of the system, 
the general level of retail prices depends on 
those of goods distributed through the chan- 
nels which have earned the title of ‘regular’ 
because they are supposed to be made up of 
the types of concerns organized for the per- 
formance of the marketing functions in an 
orderly and economical fashion.”™ 

“The seller under conditions of pure com- 
petition, will expand his output until his 
marginal cost is equal to his marginal 
revenue.” 


5. Truisms—those principles the truth 
of which is so apparent as to be obvious, 
and the statement of which is worthwhile 
mainly for the attention it calls to the 
matter-of-fact. 


Every middleman exists because of a de- 
mand for his service. 

The growth of any marketing structure is 
evolutionary, not revolutionary. 

The costs of direct selling increase with the 
addition of functions to be performed. 

While marketing institutions can be elimi- 
nated, and functions shifted, the basic mar- 
keting functions cannot be eliminated. 

“Demand for certain qualities of raw ma- 
terials leads to the development of stand- 
ards,’"3 

“Whenever a farm crop reaches a tonnage 
which makes it of commercial importance, 


" Paul T. Cherington, The Elements of Marketing, 
The Macmillan Co., N. Y., 1920, p. 37. 

“C. F. Phillips, Marketing, Houghton-Mifflin Co., 
Boston, 1938, p. 528. 

‘’ Maynard, Weidler, and Beckman, op. cit., p. 293. 


middlemen or buyers appear in the local 
market.””4 


In addition to falling into these clas- 
sifications, the principles may also be 
identified as of long-run or short-run 
significance, of broad or narrow applica- 
tion, of inductive or deductive origin, 
etc. The number of such principles which 
may be stated and classified is limitless, 
both because innumerable ideas may be 
expressed concerning marketing and also 
because principles may be stated in dif- 
ferent ways. The examples presented 
here merely begin the list of principles 
with which we are perhaps familiar, but 
many of which are not identified as 
principles. These examples do, however, 
present some of the sound generalizations 
reached, and indicate a few of the prob- 
lems which are involved in deriving 
them. 


PrincipLes More THEORETICAL 


If principles of marketing were de- 
veloped in the manner of those found 
in economic writings, relationships would 
be drawn in a more general fashion, and 
the principles would be left more or less 
implicit in the theoretical discussion. 
Ideally, a study of principles would com- 
bine both broad investigation of related 
factors and concise statement of the 
more profound relationships. 

If marketing principles were ap- 
proached from this broader viewpoint, 
some of them may be developed as 
follows: 

1. Principle of Markets. Whether or 
not there is a market for anything de- 
pends upon the existence of demand and 
supply. A market, however, is seldom an 
automatic, perfectly equilibrated trans- 
action. On the contrary, numerous efforts 
are made to make commodities conform 
to expected demand, and demand is 


4 Thid., p. 290. 
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molded to make available commodities 
acceptable to it. The relationships of 
factors involved in the establishment or 
identification of the elements of ex- 
change could be expressed as a wide 
variety of principles. 

2. Principle of Marketing Functions. 
It is claimed that the functions of mar- 
keting are inherent in the marketing 
task, but disagreement among writers as 
to what the marketing functions are 
leaves no one to believe that there is 
only one list of such functions. Much 
needs yet to be written on the relation- 
ship between the marketing task under 
different circumstances and the func- 
tions involved. 

3. Principle of Institutions. Existing 
marketing institutions have come to be 
logically and popularly classified by 
types. The history of each is known. The 
relations between historical, economic, 
social, geographic, and other conditions 
and these institutions, however, have not 
been fully studied. It is known that with 
economic and social trends, changes have 
occurred in the structure of marketing 
institutions. A statement of principles 
involved in the development of institu- 
tional types would not only illuminate 
the understanding of the system, but 
would also be useful in shaping the prog- 
ress of individual institutions faced with 
changing conditions. 

4. Principle of Distributive Channels. 
The passage of various commodities 
through their channels has been traced, 
and the merits of different combinations 
of institutions as channels have been dis- 
cussed at length. Nevertheless, there is 
still needed an organized presentation of 
the conditions and policies which result 
in the establishment of the diverse dis- 
tributive channels. 

5. Principle of Operating Costs. The 
economic principle of overhead costs has 
some special applications in the field of 


distribution, because the factors of pro- 
duction are combined in ways unex- 
plained in traditional economic treatises. 
Although statistics present inconclusive 
evidence of trends and tendencies in dis- 
tribution costs, the character of those 
costs is represented, and numerous rela- 
tionships of costs and circumstances are 
discernible. Relationships between dis- 
tribution costs and policies of market 
selectivity may also be more generally 
stated. 

If it is believed that the principles sug- 
gested above have already been derived 
in the existing writings, it should be re- 
called that on the whole the treatment of 
the principles involved has been narrow 
compared to the scope which is possible. 
Both the names and the content sug- 
gested for principles of the more general 
type are offered in the hope that they 
may stimulate further consideration of 
the subject. 


CoNCLUSION 


The relative lack of stated principles 
points to a critical but hopeful condition 
in the study of marketing. On the one 
hand, it suggests that the deeper impli- 
cations have not been drawn from the 
acknowledged facts; on the other hand, 
it offers one of the most fertile fields for 
marketing research. 

As a knowledge of marketing princi- 
ples is indispensable for the practice of 
marketing, so it is vital to the proper 
teaching of the subject. Courses may 
profitably be built around the study of 
principles, taking the principles either as 
a point of departure from which logic 
and illustration proceed, or as a destina- 
tion toward which an investigation is 
directed. Being broad generalizations de- 
manding interpretation, they form useful 
bases upon which students may be ques- 
tioned and their perception and _ logic 
tested. 
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A knowledge of principles and of the 
place which they occupy at present in 
marketing literature serves also as a basis 
for evaluating additions to the available 
writings on marketing. Some books are 
primarily descriptive, others merely logi- 
cal or interpretive, still others theoretical. 
Each has its advantages, and the char- 
acter of each can be judged by its content 
of principles. 

Finally, familiarity with principles 
serves as a basis upon which marketing 


doctrines or the science of marketing 
may be developed. The formulation of 
individual principles standing alone rep- 
resents but one stage in marketing 
analysis. Another stage, and a significant 
one, includes the combination of princi- 
ples in a manner by which a theory of 
marketing is formed. It is evident, there- 
fore, that while the derivation of princi- 
ples is of value in itself, its greater value 
lies in the promise of the broader study 
of marketing which it holds forth. 














Notes and Communications 








CONDUCTING SALES TESTS 


JOHN BURGOYNE, JR. 
Leo Burnett Company, Inc. 


N OUTLINE of the important steps 
necessary to conduct a well organ- 
ized sales test should include: 


(1) Determining the true character- 
istics of each particular market 
to be used as one of the test cities. 
Setting up an adequate sample of 
retail grocers (or other retail out- 
lets) willing to cooperate in con- 
ducting the sales test. 

Selecting, hiring, and training a 
field force to keep in touch with 
the sample of retail grocers (or 
other retail outlets). 

Determining the sales idea or 
particular problem to be tested. 


(2) 


(3) 


(4) 


There are additional factors that 
might be included in the above outline, 
but these four steps are particularly im- 
portant and are too frequently given 
only secondary consideration. 

Basically, there are five common fac- 
tors usually found in any individual busi- 
ness. The five factors are: 


(1) The product 

(2) The market 

(3) The distribution channels through 
which the product passes 

(4) The message (what is said about 
the product) 

(5) The media through which the 


sales story reaches the market. 


It is probably fundamental that any 
sales idea to be tested needs to be con- 
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fined to one of these factors. This usually 
means that to obtain accurate results, 
only one sales idea should be tested in 
each sales test. 

For example, let us assume a food 
product manufacturer wanted to intro- 
duce a new dehydrated soup during 1941 
at the time dehydrated soups had poor 
consumer acceptance. Let us also assume 
this manufacturer planned to use the 
following sales promotion methods: 


(1) Store demonstration of the prod- 
uct 

(2) Mass store displays 

(3) Billboard advertising 

(4) Strong newspaper advertising 

(5) Offer several varieties of the prod- 
uct 

(6) Door to door sampling 

(7) Two entirely different 
themes. 


copy 


Now each of these sales promotion 
methods or ideas might logically be a 
factor in influencing housewives to try 
this new dehydrated soup. Obviously 
then, it would be best to conduct sepa- 
rate sales tests for each sales promotion 
idea. An accurate counting of consumer 
purchases at the retail grocery counters 
of an adequate cross section of retail 
grocery stores will reveal the value of 
each sales promotion idea in producing 
consumer acceptance of this new prod- 
uct. 

In normal times, many food and gro- 
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cery product manufacturers do a fair 
amount of sampling of their products. 
The sales power of consumer sampling 
can be determined from a sales test, pro- 
vided no other unusual sales or advertis- 
ing effort is used at the same time. This 
would be accomplished by determining: 


(1) Normal consumer purchases with- 
out product sampling 

(2) Consumer purchases during and 
immediately following the period 
of product sampling 


The value of sampling as a sales pro- 
motion effort will then be secured by 
noting the change in consumer purchases 
with and without product sampling. 

Other tangible sales ideas can be 
tested in similar fashion. For example, it 
is relatively simple to secure an accurate 
judgment concerning the value of such 
sales promotion efforts as: (1) the use of 
“one cent sales,” (2) strong newspaper 
advertising as a supplement to other 
forms of national advertising, (3) the use 
of store displays of an unusual nature, 
and (4) the use of premiums, either 


given away or sold with the product. 
This can be done by determining con- 
sumer purchases both with and without 
the sales idea under question. 

Sales tests using the retail inventory 
count method can accurately determine 
the value of most tangible sales ideas, 
such as those involving price, product, 
and merchandising stunts (premiums, 
deals, displays and samples). 

However, when sales tests are used to 
determine the value of intangible adver- 
tising ideas, all parts of the sales test 
must be carried on very carefully to ob- 
tain even a reasonably accurate answer. 
These intangible advertising ideas in- 
clude such things as: 


(1) New copy themes. 

(2) Use of pictures in advertisements. 

(3) Color versus black and white ad- 
vertisements. 

(4) Size of space. 


Sales tests are more easily and accu- 
rately applied to tangible sales ideas 
than to intangible advertising ideas. 


SOME BASIC FACTS FROM THE CENSUS 
OF HOUSING 


K. C. RICHMOND 
Coal-Heat 


ost of us can learn much about the 

general housing situation, heating, 
fuels, plumbing, lighting and present and 
postwar markets from the returns of the 
Census of Housing, 1940—the most com- 
prehensive and detailed study of housing 
ever made. 


S1zE oF DWELLINGS 


From the Census, we now know that 
less than three dwelling units in 100 are 
ten rooms or more in size and, at the 


other extreme, that 12 out of every 100 
are two rooms or less. The figures are: 


Number United The The The 
Rooms States North South West 
I 3-5% 2.6% 3.9%  7-3% 
2 8.7 5.5 13.6 12.7 
3 14.5 11.2 20.4 16.2 
4 18.7 16.9 22.0 19.7 
5 19.8 20.7 17.0 22.1 
6 17.2 20.5 12.6 11.9 
7 7.8 9.8 4.8 5.2 
8 g.1 6.7 3.0 2.6 
9 2.0 2.6 1.2 1.0 
Io $4 ‘.9 0.7 0.6 
Ilormore 1.3 1.8 0.7 0.6 
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By individual states, there are some 
material differences. The New England 
States boast many more larger homes, 
for instance. Nationally, the median is 
5.58 for owner-occupied dwellings and 
4-11 for those that are tenant-occupied. 


VALUATION 


Average and median values give us a 
new insight as to the “‘economics of hous- 
ing.”” Note these figures: 


Rural- _—Rural- 

Urban Nonfarm farm 

Average value, 1940 $4,131 $2,408 $1,419 
Median value 3,501 1,715 1,028 
Median, white 3,595 1,834 1,102 
Median, non-white 1,288 427 316 


The percentage distribution of owner- 
occupied dwelling units in the North is as 
follows: 


Rural- 

Reporting Value Urban Non-farm 

Less than $ 1,000 4:9% 24.5% 
$ 1,000to 1,499 6.0 13.5 
1,500 to 1,999 7.6 10.7 
2,000 to 2,999 18.4 17.4 
3,000 to 4,999 31.9 19.8 
5,000 to 7,499 19.6 9.2 
7,500tO 9,999 5.7 2.2 
10,000 to 14,999 4.9 1.6 
15,000 to 19,999 1.2 0.5 
20,000 or more 1.1 0.6 


AcE or DweLuinc UNITs 


A study of the age of dwelling units 
gives us a better idea of postwar mar- 
kets. For instance, the median age of all 
dwelling units in 1940 was reported as 
25.4 years—3o.2 in the North, 21.1 in the 
South, and 18.3 in the West. 

Rural farm homes had a median age of 
38.2 years in the North—64.1 in Maine, 
80.3 in New Hampshire, 77.1 in Ver- 
mont, 61.0 in Massachusetts, 68.7 in 
Connecticut, 46.0 in Ohio, 40.2 in IIli- 
nois, 62.9 in New York, and 53.6 in 
Pennsylvaniz. 

The median age of urban dwelling 
units in some of these states was also 


around 40 years as compared with 26.1 
nationally, thus indicating a tremendous 
postwar market. 


Type oF STRUCTURE 


That there is a large market for paint 
is shown by the distribution of struc- 
tures by exterior materials, as follows: 


Wood Brick Stucco 
Urban 71.1% 20.3% 6.4% 
Rural-non-farm 88.9 4.2 3.2 
Rural-farm 95.0 1.7 1.0 
United States 81.9 11.3 4-2 
The North 78.9 15.3 2.9 


Of the 29,313,708 dwelling structures 
reported in 1940, 24,908,955 were one- 
family dwelling units, 2,560,570 were 
two-family, 680,221 were three-to-four- 
family, 660,592 were one-to-four-family 
with business, and just 350,371 were 
five-family or larger. Thus five out of 
seven families are living in single-family 
dwelling units. 


HEATING THE Dwe.uinc UNIT 


The Census of Housing alse tells us for 
the first time how the dwelling units in 
every state, county or city are heated. 
These data are most valuable to the fuel 
and heating industries. 

Nationally, 46.6 per cent of all dwell- 
ing units are heated with stoves, 16.8 per 
cent with piped warm air furnaces, 3.5 
per cent with pipeless warm air furnaces, 
21.8 per cent with steam or hot water, 
and 11.3 per cent have neither central 
heating plants or heating stoves. This in- 
dicates that the stove market is one of 
the biggest markets in the country. 

In the Northern States, 60.2 per cent 
have central heat; in the South but 11.4 
per cent; and in the West, 27.1 per cent. 
In Ohio, 39.9 per cent of all dwelling 
units are without central heating; in In- 
diana, 55.1 per cent; in Illinois, 38. 5 - 
cent; in Pennsylvania, 34.6 per cent; 
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Maine, 60.1 per cent, in North Carolina, 
g2.2 per cent; and in Texas, 97.5 per 
cent. 

By type of fuel, 18,500,000 dwellings 
are heated with coal; 7,700,000 with 
wood; 3,830,000 with gas (a third of 
these in California); and about three 
million with oil. 

Surprising as it may be to many, over 
eight million homes use wood as a cook- 
ing fuel while four million use coal. 


WatTER SUPPLY AND LIGHTING 
EQUIPMENT 


Nationally, 69.9 per cent of all dwell- 
ing units have running water, flush 
toilets are found in $9.7 per cent of the 
structures, while 32.2 per cent have an 
outside privy. A bathtub or shower is 
found in 56.2 per cent of the units,— 
$9.2 per cent of all owner-occupied, 54.5 
per cent of the tenant-occupied; 64.7 per 
cent in the North, 33.5 per cent in the 
South, and 69.8 per cent in the West. 

Of the 36,746,000 dwellings reporting 
lighting equipment, 78.7 per cent have 
electricity; 0.6 per cent gas; and 20.2 per 
cent kerosene or gasoline. In the North, 
88.6 per cent of all dwellings have elec- 
tricity, with 54.5 per cent in the South 
and 88.6 per cent in the West. 


REFRIGERATION AND RapIo 


The figures on refrigeration are most 
interesting. They show that 15,093,346 
dwellings reported mechanical refrigera- 
tion; 9,253,000 ice; 494,000 other, and 
9,364,000 none. In the Northern States 
49.8 per cent reported mechanical re- 
frigeration with 30.7 per cent in the 
South and 49.2 in the West. The varia- 
tion, by states, illustrates again how geo- 
graphic markets are. The District of Co- 


lumbia ranked first with 78.1 per cent 
and New York came next with 61.6 per 
cent. On the other hand, Mississippi re- 
ported 14.8 per cent and Arkansas 17.2 
per cent. For selected other states the 
figures were California 57.7 per cent, IIli- 
nois $3.9 per cent, and North Dakota 
20.5 per cent. 

That radios have enjoyed a phenome- 
nal sale the past fifteen years is obvious, 
of course. The Census showed in 1940 
that 28 million dwellings—82.8 per cent 
of all—reported radios. Houses occupied 
by whites had radios in 86.8 per cent of 
them, while radios were in 43.3 per cent 
of houses occupied by non-whites. 

Radios were reported in 91.9 per cent 
of all dwellings in the Northern States, 
by 62.1 per cent in the South, and .by 
88.9 per cent in the West. 


STATE OF REPAIR 


One side-light on postwar markets is 
indicated by the figures covering the 
“state of repair of plumbing equipment” 
—and indirectly by the comprehensive 
figures on the age of dwelling units. The 
Census found that 6,413,000 dwelling 
units needed major plumbing repairs— 
some 18.3 per cent of the total reporting. 

Such are some of the figures you can 
get from “Housing—Vol. 2, General 
Characteristics, Part 1, United States 
Summary” of the 16th Census, which is 
available from the Superintendent of 
Documents, U. S. Government Printing 
Office, Washington, D. C. (Price 404). 

Careful study of the detailed figures in 
this splendid report as well as those cov- 
ering the individual states (Series 2) will 
prove most enlightening to almost any- 
one who is interested in the housing 
situation. 








SUPER MARKET SALES AND PROFIT 
TRENDS: 1941-1943 


M. M. ZIMMERMAN 
Super Market Merchandising 


UPER MARKET volume has not only 

held its own in the face of the numer- 
ous war problems, but has shown con- 
sistent increase; this, despite manpower 
and merchandise shortages, gas ration- 
ing, price ceilings, food rationing and the 
other attendant problems brought on by 
the war. According to a recent survey 
made by Super Market Merchandising, 
since 1941, volume has constantly risen 
each year in the Super Market industry, 


with 1943 the greatest in the history of 


the Super Market industry. 

In order to appraise this gain, the sur- 
vey covered 45 super market operations, 
controlling some 460 stores in 22 states— 
operations so reflective of the country’s 
various sections as to offer a realistic 
picture. The purpose of this survey was 
to show the position of these operators in 
dollar volume and in net profit, and to 
present the comparative figures for 1941, 


1942 and 1943. The results are given in 
Tables I and II as follows: 


Tasve I. Sates, Prorirs anp Prorit Ratios ror 460 
Super Market Units, 1941-43 











Ratio of 

Year Sales Net Profit® Profit to 
Sales 

1941 $169,359,093 | $3,007,175 1.77% 
1942 $217,623 ,063 $3,267,142 1.50 
1943 $234,144,773 $3,437,047 1.46 














1 After taxes. 


TaBLeE II. PerceENTAGE INCREASES IN SALES AND 
Net Prorirs 











Increase in— Sales Net profit 
1942 Over 1941 28.4 8.6 
1943 Over 1941 38.2 34.3 
1943 Over 1942 7.6 5.2 
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Translating the 1943 volume of these 
460 stores into neighborhood retail store 
sales, it would require approximately 
9,366 neighborhood service stores to do 
this same volume. The average annual 
volume per neighborhood store based on 
1943 estimates, approximates $25,000 
per store. 

These figures are especially significant 
in that they dissipate the dark auguries 
made at the beginning of the war that 
super markets were threatened with a 
sinking of volume, as a result of gas 
scarcity, price ceilings, and rationings. 

Actually, the factors which favored 
the super market before the war still re- 
main. For instance, long before the war, 
the super markets had gone “‘to town,” 
and only a minority of the super markets 
remained on the fringe of communities. 
In an analysis of existing markets made 
by Super Market Merchandising on the 
trading areas of the super markets, we 
learned that of the 10,000 supers, half 
were in the important industrial areas, 
1,123 in towns of less than 10,000 popu- 
lation or rural areas, and the balance in 
central trading areas of large cities where 
there was ample transportation. Hence, 
the super markets are “neighborhood” 
stores today. Gas rationing, therefore, 
did not greatly change the situation. 
Moreover, even the “delivery” systems 
which formerly proved an attraction at 
service stores now are gone. 

As to prices, ceilings have even further 
emphasized to the food buyer the differ- 
entials in prices between the small gro- 
cers and the super markets, and the econ- 
omies of shopping in the super today as 
well as before rationing and price ceiling. 
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Finally, and equally important, the su- 
pers still have the large inventories of the 
national brands which made them an at- 
traction before the war and continue to 
make them the attraction today. The 
large super market inventories enable 
the food buyer to make up in some de- 
gree what rationing and other limitations 
have taken away. 


These are some of the factors which 
have made for the volume increase of 
supers in these war years. The super con- 
tinues to be the favored type of food re- 
tailing outlet for many housewives. I 
predict that the growth of the super 
market will continue into the postwar 
period. 














Research in Marketing Completed 


and in Progress 


Editor, RALPH F. BREYER 
Associate Editors: Heten G. Canoyer, Joun H. Freperick, J. HAarotp STEHMAN 








Research completed and in progress is 
classified in this section under the list of gen- 
eral headings given below. Individual items 
are designated by the number of the general 
class into which they fall and, also, by a serial 
number within the class. It is expected that 
this classification will be used consistently in 
subsequent issues of THE JOURNAL. It is 
hoped that this method of designation will 
lead to easy reference by our readers. Sugges- 
tions from them as to desirable changes will 
be welcomed by the editors. 


List or GENERAL HEADINGS 


_ 


. Advertising 
Selling—Personal 


» 


Commodity Studies 


Industrial Marketing 

Marketing Farm Products 

Marketing Minerals 

Marketing Services 

Producers’ Marketing of Consumer 
Goods 

8. Product Analysis 

9. Consumer Studies 

10. Cost of Marketing 

11. Foreign Trade 


7 Pre ¥ 


Functional Marketing 
12. Co-operative Marketing 
13. Credit—Mercantile and Retail 
14. Retailing 
15. Transportation 
16. Warehousing 
17. Wholesaling 


Government and Marketing 


18. Federal, State, Local Regulation 
19. Taxation 

20. Marketing Theory 

21. Prices and Price Policies 
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Statistics 


22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. War—General 

26. Miscellaneous 


1. ADVERTISING 


1.1 Quarterly Readership Survey of Maga- 
zine Advertising. Association of Na- 
tional Advertisers, Inc., New York, 


1944, 53 pp- 


This volume contains the first four quar- 
terly reports of the A.N.A. continuing study 
showing the trends and interest in wartime 
advertising themes, from October 1942 to 
September 1943. The findings were derived 
from more than 18,000 advertisements which 
appeared in 15 major magazines during the 
period, and from more than 20,000 personal 
interviews. 

Tabulating the advertisements by prod- 
uct, the survey shows the relative interest in 
the various copy themes and compares mas- 
culine and feminine readership. It covers six 
principal types of advertising messages and 
38 product classifications. Types of messages 
are classified as: the future, concentrating on 
postwar plans; inspiration, largely morale- 
building; straight product selling; product 
selling with a war slant; war production ads 
boosting the advertisers’ contributions to the 
war; and conservation. 

In general, the results show that “the fu- 
ture” theme rose from 3.5 per cent of the to- 
tal in the first quarter to 4.7 per cent in the 
last, hitting a 5.3 per cent high in the third 
period. Conclusions are that this appeal had 
only average effectiveness and seemed 
headed for a decline. Aircraft and industrial 








1 
I 
t 


rr fF aA we 


—, 





a“ YO = 


7 


ct 


Is 


e 
™ 
1e 
rd 
id 


al 





THE JOURNAL OF MARKETING 


165 





copy in this vein continued, toilet goods and 
travel grew less and less. 

“Inspirational” copy dropped from $.9 per 
cent in the first quarter to 4.1 per cent in the 
last. This proved the most effective theme in 
the first two quarters as far as visibility and 
readership were concerned, but it was used 
less and less in the later periods largely be- 
cause automotive, liquor and travel adver- 
tisers began to drop morale-building copy. 

Straight “product selling” was used more 
and more by every type of advertiser covered 
by the survey except schools. This approach 
increased from 41.2 per cent in the first quar- 
ter to 60.8 per cent in the last, receiving 
much of its gains from clothing, tobacco, 
travel and public utilities advertising. 

The product with a “war slant” still re- 
tained its high effectiveness when used but 
was dropped by virtually all advertisers ex- 
cept aircraft companies, falling from 23.1 per 
cent in the first quarter to 7.4 per cent in the 
fourth. 

The survey revealed that “war produc- 
tion” themes became increasingly prominent 
in household and office supplies, travel, 
amusement and industrial advertising, gain- 
ing from 9.2 per cent during the first three 
months of the survey to 19.4 per cent in the 
last. However, it made a relatively poor 
showing in readership interest. 

“Conservation” advertisements attracted 
little popular interest, being around 4.5 per 
cent for the first six months of the study, in- 
creasing briefly, and then declining to 3.3 per 
cent for the final quarter. 


1.2 Where Outdoor Advertising Stands To- 
day. Francis N. McGehee, Advertising 
and Selling, June, 1944. 


The author points out that national out- 
door advertising volume in the two years be- 
fore Pearl Harbor increased 8.5 per cent— 
the largest percentage gain in the advertising 
field with the exception of spot radio. 
Whereas in the two years after Pearl Harbor 
it suffered a 33 per cent loss—the only loss 
among major advertising media. The re- 
mainder of the article discusses the problems 
confronting this medium and the research 
techniques available for use if and when it 
attempts to regain its former position. 


1.3 Many New Products Will Get on the 
Brand Wagon. M. M. Lebensbruger, 
Printers’ Ink, June 16, 1944. 


Many industries are being driven, or at 
least prodded, to make changes—and some 
rather radical changes too—by a set of cir- 
cumstances too apparent and insistent to be 
ignored. These circumstances are classified 
by the author as internal competition and ex- 
ternal competition. 

Under internal competition he lists new- 
born companies producing similar products, 
new methods of distribution, such develop- 
ments as the growth of new wholesale mar- 
kets, and improved products. The author be- 
lieves, however, that external competition is 
more important than competition within the 
industry. By external competition he means 
the competition, provided by the countless 
new products, for the consumer’s dollar. 

The tendency is—and the author uses the 
textile industry as a case in point—for busi- 
ness to cope with these pressures by “making 
their own products more attractive and less 
costly, and by promoting them more aggres- 
sively.” The desire for branded goods is grow- 
ing and comes not only from small stores, but 
from big mail-order houses and department 
stores. Now, in a field previously character- 
ized by small companies, many big producers 
are starting up, textile products and apparel 
are being branded and advertised. The au- 
thor believes that this is only the early tran- 
sition period of a movement that will trans- 
form the production and sales methods not 
only of this industry, but others as well. 


1.4 Advertising Fresh Fruits and Vegetables. 
Rayburn D. Tousley, Harvard Busi- 
ness Review, Summer, 1944. 


Fresh fruits and vegetables have not been 
advertised so extensively as have manufac- 
tured goods due to the fact that most of the 
crop is produced by small and somewhat 
scattered growers and to the added fact that 
it is difficult to identify and brand most such 
products. Yet these difficulties have not pre- 
vented the use of advertising and other sales 
promotion activities. Because such efforts to 
promote the sale of fresh fruits and vegeta- 
bles through aggressive advertising and other 
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sales-promotion activities have followed a 
definite historical pattern, the author has 
been able to sketch that pattern in this ar- 
ticle. 

The author points out that for a number of 
years there have been three main types of ad- 
vertising programs: (1) those carried on by 
co-operatives, (2) those administered by the 
industry on a voluntary basis, and (3) those 
administered under compulsory state laws. 
He discusses the use and development of 
each type by the particular organization, in- 
dustry or state. 

A careful description of the origin and 
growth of the four producers’ co-operatives 
which have been outstanding in the use of 
advertising and promotional methods is 
given. The four are: California Fruit Growers’ 
Exchange, California Walnut Growers’ Asso- 
ciation, American Cranberry Exchange, and 
Calavo Growers of California. In those com- 
modity fields where there was a strong, well- 
established co-operative which controlled a 
large percentage of the production of its re- 
gion, the advertising was built up by that co- 
operative. In such cases it has been possible 
to continue advertising during the war on 
much the same basis as during the prosper- 
ous twenties. 

The trend toward state legislation for the 
advertising of fresh fruits and vegetables 
reached its peak in 1937, although several 
laws were enacted in 1939 and 1942. Interest 
in compulsory state programs developed 
largely because interest in the voluntary or 
industry programs was not maintained. The 
author discusses the programs of Florida, 
Washington, Maine, and Idaho. During the 
war these advertising programs have lost 
much of their prewar momentum. Whether 
or not the trend will be resumed after the war 
depends primarily upon the future level of 
agricultural prices. 

A much shorter discussion is presented of 
advertising on an industry basis which began 
during the late 1920’s and early 1930’s. In 
most instances this development has taken 
place in regions where no single co-operative 
controlled a large percentage of the total pro- 
duction. It has not been particularly success- 


ful. 


1.5 Newspaper Language. Star Fournal and 
Tribune, Minneapolis, 1944, 24 pp. 


This is an interesting pamphlet designed 
primarily to acquaint this newspaper’s em- 
ployees with the jargon of journalism. It is, 
however, valuable to advertising and mar- 
keting men. It tells about everything from 
“A.B.C.” to “wrong font” and contains a 
simplified table of proofreader’s marks. 


1.6 School Teachers Want More Business 
Sponsored Teaching Aids. Printer’s 
Ink, April 7, 1944. 


This is a report of a survey conducted by 
Practical Home Economics, a_ professional 
magazine. Important to those interested in 
consumer education is the statement that 
93-5 per cent of the 2600 teachers to whom 
questionnaires were sent indicated a need of 
new teaching aids. Business-sponsored teach- 
ing aids have in the past failed to satisfy this 
need because of “Too much sales promotion,” 
“Materials not geared to existing school pro- 
grams,” “Materials not technically correct,” 
and “‘Too great use of trade names.” Appar- 
ently, business has been wasting a great deal 
of money on these aids since only $0 per cent 
of the teaching aids sent home-economists 
were found suitable for use after careful con- 
sideration. The author carefully presents in 
detail the statements of the teachers as to the 
types of materials preferred. 


1.7 A.N.A. Inaugurates Continuing Study of 
Public Opinion. Advertising Age, July 
10, 1944. 

The formal launching of a continuing study 
of public opinion, sponsored by the Associa- 
tion of National Advertisers, is announced by 
president Paul B. West. Results of the pilot 
study are now available in booklet form to 
A.N.A. members. A summary of the conclu- 
sions are: 

“ ‘7, You can count on it that the Ameri- 
can people want to return to a privately 
owned and managed economy after the war 
and that great pressure will be exerted on 
government to liquidate the war production 
program as speedily as possible. 

“9. The drive toward collectivism of the 
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past decade is failing in attaining its ultimate 
goal—state socialism. You can lay your plans 
for the postwar era on the theory that if 
public opinion prevails—and it usually does 
in the long run—you will not be taken over 
by the state, that there is still room for indi- 
vidual corporate enterprise, competing to 
manufacture newer, better products at lower 
prices. The tide of public opinion is now run- 
ning with you instead of against you. 

“ “3. Business is stronger in the public’s 
estimation than is generally recognized. The 
market for business leadership is bullish. 
Therein lies a great challenge and a great op- 
portunity. 

“4. You will enter the postwar period 
with powerful symbols and favorable public 
judgments which can be used to your ad- 
vantage in your competition with other types 


of social leadership’. 


1.8 Trend Study. Business Week, New York, 
1944, 18 pp. 


This is a report on magazine reading hab- 
its of business executives based on a ques- 
tionnaire to the same men who answered a 
similar questionnaire last year. Magazines 
studied are both general and those in the 
trade paper and general news fields. General 
business and news magazines show the great- 
est increase. The technical press also in- 
creased substantially, while general consumer 
publications increased very slightly. 


4. MARKETING FARM PRODUCTS 


4.1 The Kansas City Fruit and Vegetable 
Market is a doctoral dissertation completed 
at Northwestern University by Hugh G. 
Wales, of Washburn Municipal University, 
Topeka, Kansas. 


7- PRODUCERS’ MARKETING OF CON- 
SUMER GOODS 


7.1 A National Survey of the Brewing In- 
dustry. The Research Company of 
America, New York, 1944, 168 pp. 


This, the sixth annual edition of the Sur- 
vey, gives complete statistics on beer con- 
sumption. It also reports individual sales 
figures, for the last five years, on a large 
percentage of the nation’s brewers. 


7.2 Cyril O’Donnell has just completed a 
Ph.D. Thesis at the University of Chicago on 
Recent Trends in the Consumption of Tex- 
tile Fibers, with Special Reference to Cot- 
ton. 


9. CONSUMER STUDIES 


9.1 1944 Consumer Analysis. The Milwaukee 
Fournal, Milwaukee, 1944, 102 pp. 

This is the twenty-second of these compre- 
hensive reports. In addition to comparisons 
of products’ popularity, it presents signifi- 
cant information on home equipment, 
changes in purchasing because of rationing, 
wartime living trends, and family postwar 
plans. For the second consecutive year it is 
shown that there is an increased amount of 
grocery buying through independent stores. 
Of the persons interviewed, 88.8 per cent be- 
lieve they know what is meant by grade la- 
beling. But in cross-examination it was found 
“invariably that housewives assumed ‘grade 
labeling’ is ‘brand’ labeling and is being prac- 
ticed now.” As the survey points out, “the 
brand that she knows best and feels is a good 
brand is, in her estimation, ‘grade’ labeled.” 
Particularly pertinent these days was the 
query relating to respondent’s actions when 
a store is out of stock of an item asked for. 
“Take another brand” was the answer of 
§2.1 per cent (66.6 per cent a year ago). “Go 
elsewhere,” said 31.7 per cent (21.1 per cent 
last year). “Don’t buy,” replied 16.2 per cent 
(12.3 per cent in the 1943 report). Far fewer 
are now willing to accept a substitute. 

The Journal broadened its survey this year 
in questioning its sample of 7000 families (3 
per cent of all Milwaukee families) on their 
postwar needs. Questions were purposely 
confined to “needs” rather than “wants” in 
order to eliminate any wishful thinking. Re- 
spondents were asked what home items 
needed major repair or replacement. Radios, 
replied 27 per cent; vacuum cleaners, said 19 
per cert; washing machines, said 17 per cent; 
furniture, 12 per cent; cooking ranges, 9 per 
cent; electric irons, 8 per cent; refrigerators 
8 per cent. Significantly, 28 per cent of all the 
families reported no need of major repairs or 
replacements at all. 

To get an idea of the postwar sales possi- 
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bilities for quick freezing refrigeration units 
(another new question), respondents were 
asked whether they would prefer small, 
quick-freezing units in the refrigerator itself, 
or entirely separate freezing cabinets. About 
68 per cent wanted the combined unit. 

Still another new question concerned new 
laundry equipment and was included this 
year to determine which of three new labor 
saving devices for home laundry work would 
be most favored by Milwaukee housewives. 
Answers showed that 44 per cent preferred 
automatic washers; 35 per cent, an easy-to- 
use ironer; and 23 per cent, an automatic 
clothes dryer. 


9.2 Wartime Consumer Survey of Central 
New York. WSYR, Syracuse, New 
York, 1944, 48 pp. 

This is the second annual survey com- 
pleted by this radio station in conjunction 
with a committee of local business men in the 
Syracuse area. Housewives from within the 
city and in the adjoining rural and small- 
town areas were questioned on shopping hab- 
its, brand preferences, and amount of time 
spent in the home. Comparison with last 
year’s survey shows changes within the pe- 
riod. It was discovered, for example, that in 
Syracuse the number of women buying in 
chain stores and super markets has declined 
24 per cent while the number buying in inde- 
pendent or neighborhood stores has increased 
31.5 per cent. It was also developed that 
product franchises, which cost millions of dol- 
lars to establish in the markets of this coun- 
try, are being lost due to faulty allocations 
and poor representation. In the survey there 
are brands mentioned that have been off the 
market for two to three years, but still have 
a first choice as far as the consumer is con- 
cerned. It is also shown that the housewife is 
spending more time at home and that in both 
the cities and towns most housewives are get- 
ting their news from radio. This survey was 
not a “to what station do you listen most” 
type, but was made solely for the purpose of 
showing the manufacturers what is happen- 
ing to their product franchises. 


9.3 What Women Want in Their Dining 
Rooms of Tomorrow is a study of the post- 


war desires of women, so far as their dining 
rooms are concerned, made by the McCall 
Corporation. It is based on returns from 
11,327 families. The scope of the study in- 
cludes furniture, china, silverware, glass- 
ware, lighting, wall coverings, floor cover- 
ings, and so on. A similar study for Living 
Rooms of Tomorrow covers the desires of 
consumers for such items as furniture, lamps, 
and rugs, as expressed by 13,539 families. 


9-4 Designs for Living, published by the 
Research Department of the Curtis Publish- 
ing Company, is a comparison of the post- 
war purchasing plans of Mr. and Mrs. 
America, as revealed in the continuing sur- 
veys made by the United States Chamber of 
Commerce. By bringing together the three 
surveys already published, a revealing pic- 
ture is presented of the shifting and changing 
of consumers’ plans. This analysis includes 
a comparison of the potential demand for 
certain products with prewar sales, and a 
discussion of consumers’ “‘ability to buy.” 


9.5 They’re Cheezle Peezle. Calling All 
Girls, Calling All Girls, Inc., New 
York, 1944, 14 pp. 

This survey, based on a questionnaire 
among girls chiefly in the early teen ages is 
one of the first of its type and contains sig- 
nificant information concerning their buying 
habits. It is discovered, for example, that 
most girls start to use lipstick, powder, face 
cream and deodorants at the age of 13, but 
that in the use of nail polish and perfume 
they get started one year sooner. (If the title 
puzzles you—it means, in “teen talk,” 


They're Wonderful.) 


9.6 University of Chicago 


9.6.1 Beverage Preference of Industrial Work- 
ers: A Study in Consumer Preference Rat- 
ings, by George H. Brown and Gideon 
Hadary at the University of Chicago, has 
been published in the Fournal of Business 
XVII, No. 2, April 1944, pp. 111-117. 


9.6.2 What the Home Owner Thinks about 
Domestic Water Heating Equipment is 4 
report by Chester A. Gilkerson. 


9.6.3 4 Study of Consumer Knowledge of 
Brand Names and Maker’s Names of Com- 
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mon Household Products has been made by 
Wm. J. Howell, Jr. 


10. COST OF MARKETING 


10.1 Are Distribution Costs Too High? 
Walter F. Crowder, Printer’s Ink, 
June 23, 1944. 
Has Marketing Efficiency Lagged 
behind Production Efficiency? L. D. 
H. Weld, Printer’s Ink, May 26, 
1944- 

These two articles neatly supplement each 
other. Moreover, Dr. Crowder’s excellent 
discussion of the ever-recurring question of 
whether or not distribution costs are too 
high will call to the minds of some readers 
Dr. N. H. Engle’s article, “Costs and Profits 
in Marketing” in the May, 1940, issue of 
the Annals. These three marketing econ- 
omists, representing widely differing fields of 
activity, have written articles similar in ap- 
preciation of basic concepts and conclusions, 
but different in development. 

A great many readers will appreciate Dr. 
Crowder’s logical and well-worded presenta- 
tion of arguments they heartily support, to- 
gether with Dr. Weld’s timely development 
of one of those arguments. 

Dr. Crowder maintains that the fact that 
a larger proportion of the consumer’s dollar 
is spent for distributing goods than for pro- 
ducing goods and that production costs have 
been falling while distribution costs have 
been rising does not provide adequate proof 
that distribution costs are too high. They are 
high and have been increasing in proportion 
to production costs because with the use of 
mass-production methods and the growth in 
specialization, it became necessary for dis- 
tribution to do an increasingly bigger job. 
“It was up to the distributors to bridge not 
only the gap between the place of production 
and the place of consumption, but also that 
between the time of production and the time 
of consumption.... With these changes 
came an increase in the variety of goods 
manufactured and distribution took on what 
was in some degree a new task, stimulating 
and creating demand for new products. ... 
(Moreover) marketing institutions have been 
providing a greatly expanded list of services 


to consumers. An increase in the proportion 
of marketing costs to total costs is therefore 
inevitable, and this increase is not evidence 
of inefficient marketing.” Lower production 
costs often are possible only through placing 
an added burden on distribution. 

Marketing costs are higher than produc- 
tion costs—no one will deny that, and that 
fact is reason to inquire whether all the 
marketing operations are necessary, efficient 
and have consumption as their end and aim. 
The author claims that “only if distribution 
costs are not reduced, when they can be, are 
they too high.” 

Dr. Weld states for the same reasons as 
given by Dr. Crowder, that marketing oper- 
ations are increasingly complex, cannot be 
mechanized as can most manufacturing 
processes, and are, therefore, costly. But, 
he argues, the marketing process is con- 
stantly being studied and analyzed with cost 
reduction in mind. Moreover, much has al- 
ready been accomplished in that direction. 


11. FOREIGN TRADE 


11.1 The Facts of Life on Export. American 
Exporter, New York, 1944, $2 pp. 

This report was prepared to present to 
American manufacturers of finished goods 
the fundamental facts surrounding our ex- 
port trade, in order to help them in their 
postwar planning. It discusses and evaluates 
the position of the United States in world 
trade and prospects offered by export for the 
support of a substantial postwar production 
rate. It shows the share of world trade that 
America has been able to attain and dis- 
proves certain popular misconceptions re- 
garding the fundamentals of this country’s 
export business. 


12. CO-OPERATIVE MARKETING 

12.1 Co-operative Relationships and Busi- 
ness Performance. M. A. Abraham- 
sen, Fournal of Farm Economics, 
May, 1944. 

It is the belief of this author that the com- 
monly accepted reasons advanced as con- 
tributing to the discontinuance of farmers’ 
co-operatives do not give the complete pic- 
ture. He believes that, in addition, “there are 
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well-established relations that have a pro- 
found, though less frequently recognized, in- 
fluence on business performance of farmers’ 
co-operative associations.” He uses studies 
made in West Virginia to “focus attention on 
some of the more important relationships 
between co-operatives and (1) general farm 
organizations, (2) other co-operative associa- 
tions, and (3) public institutions.” As a re- 
sult, many of his arguments (particularly 
those under the 1st and 3rd points) could 
not be supported by evidence obtained in 
states such as Minnesota or Wisconsin. 

In general, he states that: 

1. Close association with general farm 
organizations tends to speed up growth of 
farmers’ co-operatives but provides but a 
temporary stimulus because often this rela- 
tionship tends to dissociate membership, 
patronage, management and ownership of 
the co-operatives. 

2. Relationships between various co-oper- 
ative associations have been increasing, and, 
when based on the economic and mutual wel- 
fare of the associations concerned, have the 
beneficial effect of integrating co-operative 
development and serve to strengthen the co- 
operative movement. He warns that these 
relationships also suggest that such funda- 
mental factors as price philosophy, views to- 
ward labor, and social and political reform 
tend to keep consumer and agricultural co- 
operation apart. 

3. Relationships of co-operative associa- 
tions to public institutions, particularly col- 
leges of agriculture and state departments of 
agriculture, should be carefully worked out 
so that co-operatives are not swallowed up by 
the use of various forms of long-time sub- 
sidies and other types of “spoon-feeding” 
techniques. 

4. In the future greater premiums may be 
placed on efficiency in business performance 
and, to the extent that farmers’ co-operatives 
establish and guard sound operating rela- 
tionships, they may go a long way toward 
preparing for the postwar strains. 

12.2 Co-ops in England Feel Their Oats. 
Jack Brooks, Chain Store Age, June, 

1944. 
During the war all types of British retail 


units have suffered. The chains have closed 
2670 branches; 8660 independents have put 
up shutters for the duration and the co-ops 
have closed 173 branches. Both the chains 
and co-ops plan to take over some of the 
business of the small shopkeeper when peace 
comes. However, the co-ops have gained con- 
siderable patronage during the war (they 
now have 9,000,000 members and 25 per cent 
of the food registrations in the British Isles) 
and may provide the independent store- 
keeper with more competition than will the 
“multiple shops.” 


12.3 International Aspects of the Co-opera- 
tive Movement. Monthly Labor Re- 
view, June, 1944. 


This ten-page article is devoted to a his- 
torical and factual presentation of the inter- 
national organizations of the co-operative 
movement. Although 1944—the one-hun- 
dredth birthday of the Rochdale co-operative 
movement—finds international co-operative 
activities either curtailed or prevented en- 
tirely by the war, the machinery was built 
and in good running condition as late as 
1939. It is being kept intact during this war 
period of forced retrenchment and its officials 
have been studying postwar problems, es- 
pecially various aspects of relief and rehabili- 
tation of co-operatives in war-devastated 
countries throughout the world. 


13. CREDIT—MERCANTILE AND RE- 
TAIL 


13.1 Installment Buying by City Consumers 
in 1941. Reavis Cox, Bureau of Labor 
Statistics, Bulletin No. 773, 1944, 
21 pp. (Copies available from Retail 
Credit Institute of America, Wash- 
ington.) 


From a special tabulation of data collected 
by the Bureau of Labor Statistics in its 
study of consumer purchases in 1941, new 
information has been obtained concerning 
installment buying by city consumers. Ap- 
proximately one-third of the country’s con- 
sumer units bought something on install- 
ments during that year. In terms of numbers 
of consumer units, the heaviest concentration 
of installment buying was in the $2500 to 
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$3000 income class. Of the families in this 
class 45.3 per cent bought something on in- 
stallments during the year. In every income 
class from $1000 to $50co, however, more 
than 30 per cent of the families bought on in- 
stallments during the year. Even at the very 
highest income levels ranging from $5000 
upward, nearly one-fourth of the families 
used the installments system of buying dur- 
ing the year. In terms of dollar expenditures, 
the purchases on installment increased with 
income. At the lowest income levels, average 
installment purchases during the year were 
$59 as compared with $847 at the highest 
levels. 

Although it is sometimes said that Negroes 
are usually restricted more vigorously in 
their use of credit by merchants than are 
whites, these figures show that a larger pro- 
portion of Negro families make use of the 
installment privilege than white families. In 
1941, 38.2 per cent of the city Negroes 
bought on installments; in comparison, 29.1 
per cent of the city whites were installment 
buyers. When allowance is made for income 
levels, an even heavier concentration of in- 
stallment purchases among the Negro group 
is found. Of Negroes in consumer units with 
incomes from $1000 to $2000, 62.1 per cent 
bought on installments. Of those with in- 
comes between $2000 and $3000, 57.1 per 
cent bought on installments. 

Various factors brought out by these sta- 
tistics indicate that installment buying, es- 
pecially outside the automotive field, is done 
chiefly as an incident to the establishment 
and maintenance of families. Evidence to 
support this conclusion is brought out by a 
number of different factors. The proportion 
of installment users is much higher among 
housekeeping consumer units than among 
those who live in rooming houses. The con- 
sumer units made up of three or more per- 
sons are appreciably larger users of install- 
ment credit than those of only one or two. 
The heaviest concentration of installment 
purchases is in consumer units where the 
head of the family is under thirty years of 
age, and the percentage of users declines as 
the age of the head of the families increases. 
Throughout the report there is evidence 








that consumers are considerably more pru- 
dent in their use of installment credit than 
some critics of the installment system have 
inferred. The distribution of installment buy- 
ers by age and income groups makes it clear 
that not many people are induced to buy 
more than they need solely because credit is 
made available to them. In other words, the 
consumer’s need to build up his stock of 
durable goods seems to be a more important 
control than the buyer’s credit potential. 

Further evidence of the relative prudence 
of the installment buyer is given in a com- 
parison of the incomes, expenditures and in- 
stallment purchases of installment and non- 
installment users by income groups. A great 
many of the consumer units which use in- 
stallment credit do so even though their ag- 
gregate income during the year exceeds their 
aggregate expenditures including the install- 
ment purchase. For such people installment 
buying is apparently a device used to avoid 
interference with savings, rather than a sim- 
ple extension of purchasing power to cover 
expenditures for goods and services larger 
than current income could support. At the 
lower levels of income, where installment 
credit makes it possible for the average 
family to spend more than it receives in the 
current year, the excess of expenditure over 
income is considerably smaller as a rule than 
the installment purchase. In other words, 
even with the use of installment credit, the 
larger part of the durable goods purchase is 
made from the current year’s income. 


13.2 Financing High-Level Consumption. 
Reavis Cox, Retail Credit Institute 
of America, Washington, 1944, II p. 
(Copies available from the Institu- 
tion.) 


Three basic ideas are presented by this 
pamphlet: 


1. The postwar problem of achieving a 
large volume and a fair distribution of 
consumption needs considerably more 
emphasis than it has thus far received, 
since current discussion has tended to 
emphasize production. 

2. In dealing with the postwar problem of 

consumer credit a simple restrictive ap- 
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proach based on fears of inflation is in- 
adequate, since it tends to ignore the 
essential part played by installment 
credit in making possible the consump- 
tion of a large output of durable goods. 
3. Due weight must be given to the fact 
that sooner or later after the war the 
basic problem may be not how to re- 
strict the use of consumer credit, but 
how to use consumer credit as an ex- 
pansive factor to help assure the main- 
tenance of consumption at a high level. 


14. RETAILING 


14.1 Revised Index of Department Store 
Sales. Federal Reserve Bulletin, June, 
1944. 

In this twenty-page article, a satisfactory 
description and explanation is given of the 
revised department store sales index (a 
measure of the level of daily average sales 
rather than of total sales in a given month or 
year) which is prepared by the Federal Re- 
serve System. Particular reference is given 
to the computation of the national index 
which is an average of the twelve district 
indexes, each weighted according to the rela- 
tionship of total department store sales in 
the district to the total for the country as a 
whole in the base period. The computation of 
these weights is explained and the weights 
themselves are given. A brief explanation of 
the computation of the twelve district in- 
dexes is presented. However, the reader may 
obtain detailed descriptive material for each 
of the district indexes from the Federal Re- 
serve Bank of each district. In addition, 
graphs, together with their supporting tables, 
are presented showing not only the national 
department store sales index but also the 
indexes for each of the twelve Federal Re- 
serve districts for the period 1919 to date. 

It is pointed out that the principal features 
of the revision are: 

“‘(1) Indexes for each of the twelve Fed- 
eral Reserve districts have been compiled on 
a similar basis and the national index has 
been computed by combining the twelve 
district indexes on the basis of the relative 
importance of sales in each district in the 
base period. 


“(2) The average of the years 1935 to 1939 
inclusive has been used as the base period for 
these indexes. 

“(3) The sample of reporting stores in 
each district has been enlarged, in some in- 
stances considerably.” 

Of particular interest in this connection is 
the inclusion of the sales of a greater number 
of independent stores, a group comprising 
more than 70 per cent of the total depart- 
ment store sales, as well as those of a repre- 
sentative group of the J. C. Penney Co. 
stores and of the retail outlets (but not in- 
cluding mail-order sales) of Montgomery 
Ward and Co. and Sears, Roebuck and Co. 
This revision should, to a considerable de- 
gree, correct the bias of the old index result- 
ing from inadequate representation. How- 
ever, small stores are still under-represented 
in the present sample. This is evident from 
the fact that the stores included in the en- 
larged sample are but one-third of the total 
number of stores classified as department 
stores by the 1939 Census of Business. On the 
other hand, the sales by reporting stores in 
that year comprised over 70 per cent of the 
total department store sales in the country. 
It is pointed out in this connection that the 
errors in the indexes resulting from inade- 
quate coverage of the small department 
stores appear to be minor judging from the 
relatively small adjustments necessary to 
make the movements of sales by the report- 
ing sample of stores conform to those shown 
by the census data which included the small 
stores. Moreover, from the standpoint of its 
geographical distribution, this revised sam- 
ple is a distinct improvement over the old one 
inasmuch as reports are now obtained from 
stores in virtually every department store 
trading area of importance. To continue the 
points quoted, in part, above— 

“(4) The district indexes, and conse- 
quently the national index as well, have been 
adjusted to conform to the changes indicated 
by comprehensive Census data for the years 
1929 and 1939 and similar adjustments will 
be made in the future as benchmark data 
become available. 

“(s5) The indexes have been adjusted for 
customary seasonal movements, which . . . 
are extremely large.” 
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14.2 Postwar Need for More Stores in 
Many Cities. Chain Store Age, July, 
1944. 

The Chain Store Age has just completed a 
nationwide spot check of present conditions 
and postwar expectations. The general con- 
clusions are: 


1. Many localities expect an increase in 
employment when all fighting ceases. 

2. Ina far greater number of localities em- 
ployment is expected to fall from war- 
time levels as soon as Germany is de- 
feated although local payrolls will still 
be greater than in pre-Pearl Harbor 
days. 

3. A general expectation of a considerable 
amount of home construction exists 
and in some places a “boom” is con- 
sidered probable. 

4. Postwar plans, both private and public, 
are so well developed that most “‘war- 
production unemployment” will be 
taken over by postwar projects. 

5. Many communities covered need addi- 
tional retail facilities. The greatest need 
for chain stores seems to be in seven 
South Atlantic states, namely, Mary- 
land, Virginia, West Virginia, North 
Carolina, South Carolina, Georgia, and 
Florida; in five Midwest states, namely, 
Indiana, Wisconsin, Missouri, North 
Dakota, and Kansas; three Eastern 
states, Massachusetts, Connecticut and 
New Jersey; two East South Central 
states, Kentucky and Tennessee; and 
two Pacific states, California and Ore- 
gon. 


14.3 Retailers Reveal Postwar Plans. Print- 
er’s Ink, April 21, 1944. 


These articles are composed of charts and 
supplementary explanatory material sum- 
marizing the replies to 12 questions asked of 
57 merchants (three-quarters of every type of 
outlet with the exception of food stores and 
service establishments) in Lancaster, Penn- 
sylvania in Printer’s Ink second retail busi- 
ness survey of that city. In general, the post- 
war plan of these merchants is to do business 
in much the same manner as before the war. 
They are not unmindful of the prewar trend 


toward suburban retailing, or of the plans for 
huge supermarkets selling a great variety of 
products, or of the talk of a network of high- 
way department stores located at the edges 
of cities. ““They’re not so sure that it isn’t a 
lot of talk however because they don’t think 
radical changes will come over night.” They 
do not expect a marketing revolution—nor 
will they create one. 


14.4 Revolution in Retailing. Gurdon Sim- 
mons, Advertising and Selling, April, 
1944. 

The author briefly describes many of re- 
tailing’s radical innovations resulting from 
war curtailments and stoppages. Gimbel’s 
Auction of art pieces and “estate offerings,” 
Macy’s jewelry brokerage service, the Hall 
of Art set up by promoter, Max Pochapin, 
and a mailorder house’s “Hall of Art” are 
described. The article calls attention to the 
fact that retailing experiments are not new. 
As an example, it tells the story of how E. J. 
Noble, head of Life Savers, Inc., and his part- 
ner J. Roy Allen, started in 1911 to sell 
“Crane’s Lifesaver Peppermints”—a good 
product but shy on appeal—and succeeded 
only after fighting the package, appeal, 
name, and media battles. 


14.5 Department Stores’ Private Brands 
May be Nationally Advertised. Victor 
Lebow, Printer’s Ink, May 19, 1944. 


Independent department stores are going 
to be faced with more intensive competition 
after the war than will any other form of re- 
tailing, according to the author. He believes 
that they will meet this increased competi- 
tion by employing more informative labeling 
and product-revealing packaging; and, 
through their resident buying offices, they 
will develop their own nationally-advertised 
brands. 


15. TRANSPORTATION 


15.1 The Legal and Economic Aspects of 
Railroad Transit Privileges, a Ph.D. Thesis 
by Reginald Hobbah, has been completed 
at the University of Chicago and published in 
the Yournal of Business, Studies in Business 
Administration, XIV, No. 3, July, 1944. 
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17. WHOLESALING 


17.1 Novel Wholesale Plan Will Distribute 
Appliances on a ‘Milk Route.” 
Printer’s Ink, June 9, 1944. 


The Suttle Equipment Co., Lawrence- 
ville, Illinois, jobber of electrical goods and 
appliances for over 30 years, plans to intro- 
duce a new method of supplying its retail 
outlets after the war. It is dubbed “milk- 
route distribution” because the company 
will serve only selected retailers who will 
carry the wholesaler’s complete line and 
nothing else and because these retailers “will 
stock only a few fast-turning minor items, 
taking orders from display samples and 
phoning each order to the wholesaler, who 
makes delivery within three days to the re- 
tailer or purchaser.” The article presents the 
plan in detail. 


19. TAXATION 


19.1 A Comparative Analysis of Three Vari- 
tions of Retail Sales Taxes. Haskell 
Philip Wald, The American Eco- 
nomic Review, June, 1944. 


Because a federal sales tax has been widely 
discussed as a war and postwar revenue 
measure, this article is especially timely. Al- 
though a “variety of plans has been sug- 
gested, differing significantly with respect to 
the tax base, rate structure, and other fea- 
tures, such as the inclusion of a personal 
exemption or a compulsory lending provi- 
sion,” the author discusses in considerable 
detail the three variations of retail sales 
taxes which appear to be the closest com- 
petitors at this time. 

He analyzes the taxes in terms of three 
criteria, namely, revenue, equity and anti- 
inflationary effectiveness, and administra- 
tion. He concludes that no one of the three 
types is superior to others on all counts. “In 
order to determine which type of sales tax 
would be most acceptable as a federal rev- 
enue measure it is necessary to balance con- 
siderations which are oftentimes conflicting. 
It is not sufficient merely to rank each tax 
according to the different criteria and count 
to see which ranks highest the greatest num- 
ber of times. Allowances must be made both 


for differences in the relative importance of 
the several criteria and for variations in the 
extent to which each would be satisfied by 
the three sales taxes.” 


22. GENERAL MARKET STATISTICS 


22.1 Saving and Spending Patterns of the 
Same Rural Families over a 10-year 
Period, 1933-1942. Ruth Crawford 
Freeman and Lita Bane, The Ameri- 
can Economic Review, June, 1944. 


The authors report the results of a four- 
teen-year research project carried on by the 
Department of Home Economics at the Uni- 
versity of Illinois, through the Agricultural 
Experiment Station. Although several hun- 
dred account books and additional survey 
material concerning the families in Illinois 
who kept records were analyzed and sum- 
marized each year, but forty-nine families 
kept records continuously for the ten-year 
period from 1933-1942. This article reports 
the income, saving and spending pattern of 
those forty-nine families. Although the sam- 
ple is small, it is well distributed geographi- 
cally. 

Tables and graphs are used to present the 
material on income and expenditures in con- 
siderable detail. The outstanding points are: 

1. The average amount of disposable in- 
come per family varied greatly over the ten 
years. 

2. The irregularity of the amount of in- 
come available each year demands careful 
long-time planning and has prevented high, 
fixed living expenditures. 

3. The average spending pattern of these 
families changed little after there was sufh- 
cient disposable income to support a level of 
living of $1,300 in terms of 1910-14 dollars. 

4. There was no wild spending during the 
war year of 1942. Instead these forty-nine 
families increased their saving. 


22.2 Department of Commerce 


Extracts from A Statistics Program for 
Government, Business and Industry issued by 
the Department of Commerce: During the 
war the statistical facilities of the Depart- 
ment of Commerce have been largely con- 
verted to the compilation of informatiou 








C 
t 
I 


a 


QOonom 7 - we eS 


no Or =t NR AD 





THE FOURNAL OF MARKETING 


175 





specifically related to the immediate needs 
of the war agencies. The Department has al- 
ready begun the necessary developmental 
work to reestablish the flow of statistical 
information to business and to provide 
needed facts for postwar operations as soon 
as military security permits. 

Such a statistical program must provide 
both government and business with the fac- 
tual information on production and dis- 
tribution needed not only during the diffi- 
cult transition from war to civilian produc- 
tion, but also for efficient continuing opera- 
tion. To meet these needs, the Department 
has directed the Bureau of the Census and 
the Bureau of Foreign and Domestic Com- 
merce to give special attention to the prob- 
lems involved. As a result the Department 
now has under development the following 
program: 

(1) From an immediate standpoint, co- 
operating with the war agencies, particularly 
the War Production Board, in analyzing and 
sifting the large body of wartime admin- 
istrative and statistical data with a view to 
extracting and releasing as much of it as 
appears useful to business and industry. 

(2) From a longer range standpoint, con- 
ducting the biennial Census of Manufac- 
tures, and the Censuses of Business and 
Mineral Industries (along the lines of the 
1940 Census) in 1946 covering calendar year 
1945. 

(3) A sample survey of population de- 
signed to cover the major wartime shifts, 
and the quinquennial Census of Agriculture 
are also planned. 

(4) For both immediate and longer range 
purposes, developing a current statistics 
program to provide government and indus- 
try with the information needed on current 
changes in industrial operations. This pro- 
gram will provide essential information with 
a minimum expenditure of effort on the part 
of both industry and government. 


22.3 Bureau of the Census 


22.3.1 1945 Census of Agriculture. The 
Bureau of the Census is required by law to 
take a quinquennial census of agriculture in 
early 1945 covering the crop year 1944. The 
census at this time will be of unusual value, 


since it will measure facts on certain aspects 
of our economy at the peak of war produc- 
tion which can be compared with pre-war 
conditions as described at the census of 1940. 
The plan for the Census is being developed 
by a joint committee made up of representa- 
tives of the Bureau of the Census and the 
Department of Agriculture. A representa- 
tive of the Division of Statistical Standards, 
Bureau of the Budget, is attending the com- 
mittee meetings and participating in its 
deliberations. 

A proposed schedule was tested in a large 
number of counties in March 1944. The final 
schedule will include about 190 questions. 
Questions identifying each farm household 
include the name of the farm operator, his 
race and age, location of the farm, the num- 
ber of dwelling units on the farmstead and 
their facilities, such as running water and 
electricity, and the number of persons resid- 
ing on the farmstead. 

The status of the farm operator, that, is 
paid manager, owner, or tenant; the value of 
owned land and buildings, as well as those 
rented; the amount of any mortgage debt; 
and the value of farm machinery will also be 
determined. Basic information will be col- 
lected on the utilization of land resources as 
measured by the total acreage of each farm, 
the total being subdivided by acreage into 
land harvested or idle, land used for pasture 
or grazing, land with crop failure, and land 
irrigated. Agriculture employment, including 
information on members of the operator’s 
family doing farm work, and the total cash 
outlay for farm labor throughout the year 
will also be obtained. The number of days 
on which the farm operator may have worked 
off the farm is also included in this group of 
inquiries. 

Questions asked will cover acreage and 
producton of field crops, fruits, nuts and 
other crops harvested during the year. Ques- 
tions relating to livestock and livestock prod- 
ucts are also included. Information to be ob- 
tained under these headings covers poultry— 
chickens, eggs, turkeys; dairy products— 
milk, butter, cream; animal products—sales, 
numbers and kinds of livestock, and animals 
butchered. 

Special attention has been given to the 
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problems involved in enumerating farms 
operated by tenants, renters, croppers, or 
managers. Each tract of land so operated 
will be reported as an individual farm, with 
any land worked directly by the owner- 
operator listed separately. As plantations 
offer considerable difficulties, additional pre- 
cautions will be taken in interviewing both 
the plantation manager and each tenant or 
cropper to secure an itemized report for all 
farms on the plantation area without dupli- 
cation or overlapping of information. 

It is also planned to utilize sampling tech- 
niques both for obtaining additional informa- 
tion and for estimating quickly certain ur- 
gently needed information at an early date. 


22.3.2 Release of Information on Foreign 
Trade. Revised security regulations now 
permit the Bureau of the Census to release 
many figures on the United States foreign 
trade which have been withheld from pub- 
lication since Pearl Harbor. 

Except for figures on military, strategic 
and critical commodities, complete informa- 
tion may now be released on the total ex- 
ports and imports of individual commodities 
on a 12-month delayed basis. Details on the 
country of destination for exports or country 
of origin for imports are barred, however, 
with the following exceptions: 

Complete information on trade with each 
of the Latin American Republics, Alaska, 
Puerto Rico and Virgin Islands, on a 12- 
month delayed basis, may also be made 
available to the public, again with the ex- 
ception of military, strategic, and critical 
commodities. Even more cuireat informa- 
tion on trade with Canada and Mexico will 
be made available since these figures may be 
released with only a six-month delay. The 
total dollar value of trade with the individual 
Latin American Republics, without com- 
modity detail, may also be released with a 
six-month delay. 


22.3.3 Sample Censuses of Congested Produc- 
tion Areas. During the spring and early sum- 
mer of 1944 the Bureau of the Census took a 
series of sample censues in ten war produc- 
tion centers. The censuses were taken in 


areas designated by the Committee for Con- 
gested Production Areas of the Executive 
Office of the President. The designated areas 
were in the Charleston (S. C.), Detroit- 
Willow Run, Hampton Roads, Los Angeles, 
Mobile, Muskegon (Mich.), Portland-Van- 
couver, Puget Sound, San Diego, and San 
Francisco Bay areas. Each area consisted of 
a county or a group of contiguous counties. 

The censuses in all areas except Muskegon 
were sample censuses. The first step in the 
procedure was to make a complete list of all 
dwelling places, except that in the larger 
areas the listing was confined to a sample of 
the blocks in the cities of 50,000 or more, for 
which statistics by blocks could be obtained 
from the 1940 Census. Within these larger 
areas the lists were prepared for all places 
outside the larger cities and for the blocks 
that contained no dwelling units in 1940 in 
the larger cities. The second step was to se- 
lect from these lists a sample of dwelling 
places for subsequent enumeration. The 
third step was to obtain the desired informa- 
tion from the inhabitants of every dwelling 
unit in every dwelling place that had been 
selected for the sample. The sample was so 
designed that the total population of the 
Congested Area should agree within 2.5 per 
cent with the figure that would have been 
obtained from a complete enumeration. 

The detailed statistics for each area are 
presented in one of a series of releases (desig- 
nated as Series CA-3). Subjects for which 
statistics are presented include: Total resi- 
dent population, population present and 
visitor population; characteristics of the 
population including age, sex, color, marital 
status, relationship to head of the household, 
employment status, hours worked, and mi- 
gration; number and characteristics of house- 
holds including number of children, number 
of married couples, and type and size of 
households; also number of rooms and per- 
sons per room for dwelling units. Separate 
statistics on most of these subjects are pre- 
sented for nonwhites in the Charleston, De- 
troit-Willow Run, Hampton Roads, and 
Mobile areas. The findings for each area are 
discussed in a narrative release in the series 
designated as CA-2. 








m= (Vy = Fs 


- 


oO 1s» FF | 


A Oo et 








THE FOURNAL OF MARKETING 


177 





22.3.4 Population Estimates and Marriage 
Statistics. Recently published population 
estimates based on war ration book registra- 
tions are: (1) estimates of the total popula- 
tion of each State as of July 1, 1943 (Re- 
lease No. 16, Series P-44) and (2) estimates 
of the age and sex composition of the civilian 
population of selected counties and county 
groups, as of November 1, 1943 (Release 
No. 15, Series P-44). Estimates of the num- 
ber of marriages in 1942 and 1943 have been 
published in a recent release which presents 
United States figures on marriages for the 
years 1914 to 1943 (Release No. 1, Series 
PM-1). The estimates for 1942 and 1943 are 
based in part on sample data obtained from 
a project for the collection of marriage sta- 
tistics begun by the Federal Home Loan 
Bank Administration, and transferred to the 
Bureau of the Census at the beginning of this 
year. This release marks the resumption of 
the collection and publication of marriage 
statistics by the Bureau of the Census. 


22.4 “Costs of Clothing to Moderate-In- 
come Families.” Monthly Labor Re- 
view, July, 1944. 

An analysis of the individual articles of 
wearing apparel that have contributed to the 
change in the clothing cost index is pre- 
sented, with analysis of the problems in- 
volved in measuring these changes since the 
beginning of the war. Revisions in specifica- 
tions used in the price collection for clothing 
articles are discussed in relation to the gov- 
ernment orders affecting manufacture of 
men’s and women’s apparel. A reprint of the 
article will be available later and will contain 
additional series of indexes of the cost of in- 
dividual items of clothing from March 1935 
through March 1944, based on average costs 
in 1935-39. 


22.5 Bureau of Labor Statistics 


22.5.1 The pricing of children’s clothing was 
resumed by the Bureau of Labor Statistics in 
June 1944. Through September 1939 prices 
had been collected on a comprehensive list 
of children’s clothing. From that time until 
May 1944 the only prices obtained on chil- 
dren’s clothing were for two qualities of 


girls’ coats and one quality of children’s 
shoes. Prices on the new list of clothing will 
be collected quarterly in the 66 cities in 
which the Bureau collects retail prices of 
apparel. 


22.5.2 During the next year the Bureau is 
making a periodic recheck of the tenant rent 
samples used for collection of rental data in 
the 34 large cities. The program will provide 
a master block sample designed to cover all 
residential dwelling units, including those in 
suburban areas which can be reached by 
public transportation without the payment of 
more than two fares. Undeveloped areas, as 
well as blocks in which no residential units 
are located, are regularly included in the 
master sample. Periodic rechecks of the 
block sample automatically include new 
dwellings for tenants and owner occupancy. 
Sample checks were completed in Denver 
and Boston in June. Approximately 10 addi- 
tional surveys will be made during Septem- 
ber and the balance will be surveyed in De- 
cember 1944, and March and June of 1945. 


22.6 Cost of Living. Indexes of the cost of 
living to wage earners and lower-salaried 
workers in Honolulu are computed by the 
Bureau of Research and Statistics of the 
Department of Labor and Industrial Rela- 
tions, Territory of Hawaii, and are available 
in bulletin form upon request. These indexes, 
based on a survey of family expenditures in 
Honolulu conducted by the U. S. Bureau of 
Labor Statistics, are available for quarterly 
periods starting in March 1943. 


22.7 What Families Spend for Medical Care 
is a study prepared in the Family Economics 
Division of the Bureau of Human Nutrition 
and Home Economics, United States De- 
partment of Agriculture. This material has 
been prepared by Jean L. Pennock and Grace 
M. Angle from data collected in a study of 
Family Spending and Saving in Wartime 
made by the Bureau of Human Nutrition 
and Home Economics of the United States 
Department of Agriculture in cooperation 
with the Bureau of Labor Statistics of the 
United States Department of Labor. Furthe1 
details from this study on expenditures for 
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medical care will be found in Medical Care 
and Costs in Relation to Family Income, A 
Statistical Source Book, Social Security 
Board, Bureau of Research and Statistics, 
Bureau Memorandum 51; Rural Family 
Spending and Saving in Wartime, United 
States Department of Agriculture Miscel- 
laneous Publication 520; and in a forth- 
coming publication of the United States 
Bureau of Labor Statistics. 


22.8 Agricultural Income is a report of the 
Agricultural Department Committee of the 
Chamber of Commerce of the United States 
giving the Recommendations of the Com- 
mittee on a National Agricultural Policy. 


24. RESEARCH TECHNIQUE 


24.1 The Use of Data Collected by Poorly 
Trained Enumerators. Harry Pelle 
Hartkemeier, The Fournal of Politi- 
cal Economy, June, 1944. 


The author takes issue with Paul H. Doug- 
las and others over the desirability and 
profitability of the tabulation, analysis, and 
publication of data collected as a result of 
W.P.A. projects. He carries his argument a 
step farther by maintaining that the use of 
any data similarly collected, that is, collected 
by comparatively untrained enumerators 
and carelessly supervised, is not only ques- 
tionable, but actually wasteful. His criticism 
is specifically directed at the practices of 
federal bureaus was well as of colleges and 
universities. 


25. WAR—GENERAL 


25.1 Obsolescence—The Keynote of Post- 
war Prosperity. J. Gordon Lippin- 
cott, Advertising and Selling, May, 
1944. 

Don’t Promise the Public Too Much 
—Too Soon. H. A. Smith, Advertis- 
ing and Selling, June, 1944. 


Your reviewer calls attention to these two 
articles not because they are necessarily the 
best which have been written during the 
war on the general subject of ‘“‘postwar prod- 
ucts,” but rather because they aptly pose the 
problem which confronts the marketing as 
well as the production field. 

In the first article the author argues that 


the “‘best insurance against another disas- 
trous depression after this war will be con- 
version of our tremendous industrial setup 
to top speed production of good things to 
make living easier, more comfortable and 
pleasant in the world of tomorrow. When 
such things are competently designed for 
mass production at low cost, millions of 
Americans will spend freely to possess them. 
There will be jobs enough for everybody 
producing things enough to go ’round—bet- 
ter things than we ever had before, destined 
to grow still better with each passing year. 
... The Keynote to this coming economy 
of abundance will be rapid obsolescence to 
stimulate free spending.” This obsolescence 
can be brought about by mechanical changes, 
style changes, and by advertising. 

The author then goes on to point out that 
this postwar prosperity can be achieved 
because: 1. “we shall inherit ample facilities 
for doubling our prewar output of consumer 
durable goods; 2. we shall have abundant 
manpower; and 3. the war will leave us a 
legacy of fabulous new materials and of 
newly developed techniques for fashioning 
them that dazzle the imagination.” 

The considerable emphasis placed on this 
third point rings a familiar bell in readers’ 
minds, and is the point where the author of 
the second article disagrees. He fears that 
the “irate postwar public” which has been 
oversold—that is sold “dream” products— 
will be harder to sell than one which has not 
been fed on “copywriters ideas.” 

Both authors are active in the field of in- 
dustrial design and their combined argu- 
ment—new products will be the key to post- 
war prosperity if the public is not oversold-—— 
describes a marketing man’s nightmare. 


25.2 Postwar Outlook for Marketing. Dr. 
Paul H. Nystrom, Chain Store Age 
July, 1944. 

In this article Dr. Nystrom enumerates 
five of the many factors which will affect the 
progress of retailing after the war. He briefly 
discusses four of them. 

One of the first essentials of marketing is 
customer population. Except for a sharp in- 
crease in U. S. birth rates during the past 
two years—which may extend two or three 
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more years—it seems likely that the general 
birth rate will again fall and perhaps to lower 
than prewar levels. This trend points to 
rather conservative conditions in marketing 
in the country as a whole. 

Another essential is a healthy national in- 
come. Over a considerable period of years 
preceding the war, retail sales were 58% of 
the total national income. Dr. Nystrom sug- 
gests that if we assume the estimate of the 
Committee for Economic Development of a 
total postwar national income of $135 bil- 
lions and if we assume no great change in 
spending patterns, it would mean a stagger- 
ing postwar figure for retail sales of $75 bil- 
lions as compared with $42 billions in 1939. 
The author warns that it is probable that this 
figure will not be reached. 

A third essential to progress in retailing 
is changes in demand and subsequent 
changes in merchandising. Dr. Nystrom is of 
the opinion that, although it is certain that 
many new products will appear in the post- 
war market, most consumers will want to 
“get back to their former standards of living 
and to procure the many kinds of staple 
goods of which they have been deprived 
since the war began.” 

The fourth essential for the progress of re- 
tailing discussed by the author is lower ex- 
penses or costs of marketing. He believes 
that costs of marketing will go up after the 
war, rather than down. His reasoning is that 
higher wages seem to be a postwar certainty 
and that wage costs represent a large pro- 
portion of retailing costs and that “there are 
apparently few, if any, compensating labor- 
saving devices applicable to marketing.” 

The fifth point mentioned but not dis- 
cussed is the possibility of improving market- 
ing through vocational education. 


25.3 Business Looks to the Future. Curtis 
Publishing Company, Philadelphia, 
1944, 29 pp- 

This is a most interesting survey of post- 
war planning based on replies to a question- 
naire sent to 350 selected companies in more 
than a score of well-defined fields. Subjects 
covered include changes in wartime opera- 
tion compared with peacetime, formal in- 
ternal organizations set up to prepare for 


postwar, general plans for new products and 
for changes in distribution practice, and an 
estimate of the time it will take to get back 
to peacetime production. 

From the standpoint of the marketing 
man, it is interesting to note that none of 
the subjects received as much voluntary 
mention by respondents as did markets and 
distribution. Many companies felt that their 
distribution methods were wasteful in some 
respects and stated that they intended to 
study the situation in an endeavor to arrive 
at the soundest and most economical method 
of marketing for the future. As yet, however, 
very few indicated any definite plans for 
changing their basic system of distribution 
since 89 per cent of those who expect to sell 
the same products that they did in prewar 
times intend to use the same channels in the 
postwar era. 


25.4 How to Set Up a Plan for Your Com- 
pany’s Postwar Markets. McGraw- 
Hill Publishing Company, New York 
1944, 31 pp- 

This is a particularly valuable guide to 
postwar business for the small or medium- 
sized organization. It brings planning for 
after-the-war down to a workable basis. The 
report contains ideas and suggestions, ap- 
plicable to smaller companies, based on the 
experiences and research of many concerns 
that are well on their way in postwar plan- 
ning. It points out that business after the 
war will chiefly be either in products or 
adaptations of products which were in pre- 
war use. The major problems will be market- 
ing problems. Business has already demon- 
strated that it can produce any amount of 
goods for which there are buyers. 


25.5 Rural Electrification, A Postwar Market 
Forecast, is the title of a 32-page analysis 
prepared for Country Gentleman by the Re- 
search Department of the Curtis Publishing 
Company. This report, which covers the 
growth, present status and future possibili- 
ties of rural electrification, contains state- 
by-state tables, charts and maps on esti- 
mated total costs and expenditures for new 
line construction, farmstead wiring, farm and 
home electrical equipment and plumbing 
fixtures. 
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The percentage of farms served by elec- 
tricity has increased from 11 per cent to 45 
per cent in the past 9 years, and these up-to- 
date estimates indicate over five million new 
rural consumers in the war and postwar pe- 
riods. To carry out this program it is be- 
lieved that total expenditures will exceed 
three and a half billion dollars, of which 500 
million will be spent in the war and postwar 
transition periods. 

The greatest development in postwar rural 
electrification, in terms of new consumers and 
total expenditures, will probably occur in the 
South Atlantic, East North Central, East 
South Central, West North Central and West 
South Central regions. And it is estimated 
that over 150 million dollars will be spent in 
each of Texas, Kentucky, Tennessee and 
Missouri. 


25.6 The Mid-Continent and the Peace. 
(43 pp-) 


The Interests of Western Canadian 
Agriculture in the Peace Settle- 
ments. (27 pp.) 


The Universities of Manitoba and 
Minnesota in cooperation with the 
University of Minnesota Press, Min- 
neapolis, 1944. 


These are the first of a proposed series of 
studies centering on the postwar interests of 
Western Canada and Central Northwest 
United States, made under a grant by the 
Rockefeller Foundation. The first is a pre- 
liminary report outlining areas of mutual 
interest, more especially international trade, 
and making two proposals of interest to stu- 
dents of marketing: (1) that arrangements 
should be made for a considerably greater im- 
port by the countries of Western Europe of 
Canada’s wheat and barley and our wheat, 
pork and lard, and (2) that the automobile 
industry of the two countries be rearranged 
so as to permit lower consumer prices ($250 
less in Canada). The second report follows 
up the first proposal given above with detail 
analysis and long-run interpretations. 

There is real need for economic analyses 
on the regional level, and their results are of 
great importance to marketing because it 


must always be vitally concerned with the 
growth or decline of large market areas. 


25.7 Red Wing Looks Ahead. Roland S. 
Vaile, University of Minnesota Press, 
Minneapolis, 1944, 29 pp. 

A study of the economic impact of the war 
on a Minnesota community, with a forecast 
of postwar conditions. Besides its general 
interest, it contains data on wartime savings 
and postwar expenditure plans for durable 
goods in this community of 10,000 popula- 
tion. 


26. MISCELLANEOUS 


26.1 The Lease As a Marketing Tool. 
Russell B. McNeill, Harvard Busi- 


ness Review, Summer, 1944. 


The author’s thesis is that the lease or 
rental agreement, which entitles the “buyer” 
to use the “seller’s” product without pur- 
chasing it outright, is not receiving ade- 
quate attention in the reexamination and 
analysis of marketing tools for use in the 
postwar period. Although the use of this 
marketing devise has been rather restricted 
(but used in a greater variety of selling situa- 
tions than apparently is generally realized), 
it is uniquely well suited for use in the post- 
war period because it “obviates the drain on 
the buyer’s working capital or his involve- 
ment in financing to purchase needed equip- 
ment. The buyer can more easily obtain 
what he needs and the seller, in turn, can 
more easily complete the transaction... . 
Most postwar planners agree that the dis- 
tribution aspect of business will be compli- 
cated by the disruptive influence of surplus 
plant capacity and surplus equipment result- 
ing from the cessation of war. To both indus- 
try and government the use of the lease may 
give some degree of relief.” 

The author discusses the scope of the lease, 
characteristics of typical situations where 
leasing is used, eight advantages and eight 
disadvantages to the seller and six advan- 
tages to the buyer which result from the use 
of it, as well as the question of whether the 
buyer pays an excessive premium for the 
privilege of leasing the product as compared 
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with an outright purchase and the question 
of whether or not leasing is monopolistic. 
His major conclusion is that “the lease, 
when properly utilized, offers advantages to 
both sellers and buyers. (After the war) in 
some undeveloped areas the lease, sanely 
and intelligently applied, may contribute to- 
ward the attainment of the objective of high- 
level consumption. Perhaps war surpluses of 
equipment constitute one of these areas.” 


26.2 Four Major Evils of Distribution. John 
P. Calloway, Printers’ Ink, April 28, 
May 5, 12, and 19, 1944. 


The author on last September to in this 
magazine maintained that the consumer 
pays too much for the distribution of his 
goods and services, and advanced the theory 
of the producer’s responsibility for his prod- 
uct from producer to consumer and the elimi- 
nation of inventory ownership and other 
hazards of distribution in its present form. 
In his last four articles the author sets forth 
what he believes to be the four major evils of 
distribution and shows wherein his “‘pro- 
ducer control”’ method of distributing goods 
would cut distribution costs by reducing, if 
not actually eliminating these evils, namely, 
hand-to-mouth buying; tissue-paper distri- 
bution, i.e., the producer scatters his product 
among a great many stores with no concen- 
tration in any; speculative factors in product 
transfer; and jobber inadequacy. 


26.3 A new bulletin. The Construction In- 
dustry in the United States, containing sec- 
tions on construction expenditures 1915-43 
and employment 1929-43 has been pre- 
pared in the Bureau of Labor Statistics and 
will be off the press in the fall. Construction 
fluctuated from $23 billion in 1933 to $13} 
billion in 1942. There were 1$ million fewer 
workers on the pay rolls at the end of 1943 
than in August 1942, the month of peak 
employment. In 1942 and 1943 public con- 
struction projects employed over two-thirds 
of all workers in this industry. 


26.4 The Need for Rural Housing, by Emma 
G. Holmes and Grace M. Angle, Family 
Economics Division, Bureau of Human 
Nutrition and Home Economics, United 


States Department of Agriculture. The pur- 
pose of this discussion is to bring together 
the statistical data that describe present-day 
farm housing and to discuss briefly some of 
the factors contributing to existing condi- 
tions. It considers those farm homes desig- 
nated by the 1940 Census as “rural-farm 
dwelling units,” i.e., those located on farms 
outside urban places. 


26.5 Chamber of Commerce of the United 
States 


26.5.1 Full Employment, Its Politics and Eco- 
nomics, by Emerson P. Schmidt, Postwar 
Readjustments Bulletin No. 9, has been pub- 
lished by the Chamber. 


26.5.2 Three of a series of pamphlets on 
International Financial Problems have been 
prepared in the Finance Department of the 
Chamber. They are: ; 
1. International Monetary Developments 
between the First and Second World Wars. 
2. World Currency Stabilization Proposals. 
3. Proposed United Nations Bank for Re- 
construction and Development. 


26.6 Minimum-Wage Budgets for Women: 
A Guide to Their Preparation. Miscellaneous 
Publication No. 549, United States Depart- 
ment of Agriculture, 1944. 


This publication is a revision of and super- 
sedes Miscellaneous Publication No. 324, 
Factors to be Considered in Preparing Mini- 
mum-Wage Budgets for Women. Many States 
have found it useful in constructing budgets 
upon which minimum-wage determinations 
have been made. Continued demand for the 
publication, together with the necessity for 
wartime modification of certain specifica- 
tions, has prompted preparation of a new 
guide. 


26.7 National Income of India, by V. K. R. 
V. Rao. 
Commercial Organization of India, by 
G. L. Mehta. 
The Trade of India, by B. K. Madan. 
The Annals of the American Academy 
of Political and Social Science, May, 
1944. 
This volume of the Annals is devoted to a 
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presentation and discussion of the problems 
of India as seen by the people and not by 
the Government. Undoubtedly, some of the 
readers of THE JOURNAL will find all twenty- 
eight papers interesting. However, your re- 
viewer believes these three particular articles 
deserve mention in this section. 

The author of the first article recognizes 
the non-comparability of his definition of 
national income with those of Great Britain 
and the United States. He maintains, how- 
ever, that it is better to begin even though 
your beginning is hampered by non-com- 
parable data and an actual paucity of de- 
pendable data, than not to have begun at all. 
He therefore attempts to estimate India’s 
national income for 1931-32 in terms of the 
“money value of the flow of commodities 
and services, excluding imports, becoming 
available for sale (or capable of being sold) 
within the period, the value being reckoned 
at current prices, minus the sum of the fol- 
lowing items: (1) the money value of any 
diminution of stocks that have taken place 
during the period; (2) the money value of the 
flow of goods and services used up in the 
course of production; (3) the money value of 
the flow of goods and services used to main- 
tain intact existing capital equipment (in cur- 
rent prices); (4) receipts of the state from 
indirect taxation; (5) favorable balance of 
trace including transactions in treasure; (6) 
net increase in the country’s foreign indebt- 
edness or the net decrease in the holdings of 
balances and securities abroad whether by 
individuals or the government of the coun- 
try.” 

After allowing for a margin of error of 6 
per cent and for an understatement of official 
estimates of agricultural output of Io per 
cent and for an evasion of income tax of § per 
cent, the author arrives at a figure for net 
total income for India for the year 1931-32 
of between Rs. 16,651 millions and Rs. 
18,677 millions ($4,995 million and $5,603 
millions in 1944 dollars) or a per capita in- 
come of Rs. 65 ($19.50 in 1944 dollars.) 

The second article presents the interesting 
story of the origin and development of the 


early trade associations and craft guilds into 
the fairly recent modern commercial organi- 
zation. It is pointed out that the European 
and British organizations were older and 
wielded considerable power and influence. 
The Indian “industrial and commercial 
renaissance,” however, finally was noticeable 
in the last quarter of the Nineteenth Century 
and gradually made itself felt. There has 
always been and there still is a clear line of 
demarcation between Indian and non-Indian 
organizations, which is the inevitable result 
of the peculiar political conditions of the 
country and which no doubt accounts in a 
major way for the lack of data on national 
income. 

In the third article the author discusses the 
impact of the war on India’s trade which has 
resulted in a considerable increase in imports 
of raw materials, absolute as well as relative 
to total imports, and “a phenomenal im- 
provement in the exports of manufactured 
articles.” He concludes with a brief consider- 
ation of India’s trade after the war to the 
effect that, since India will undoubtedly con- 
tinue to industrialize, the volume of foreign 
trade may at first fall off through the substi- 
tution of home output for foreign imports. 
But, he argues, that this effect would tend 
to be counteracted (in fact it is already in 
evidence) by the special stimulus afforded 
to imports of capital and producers’ goods. 
In the course of time much imports may be 
replaced by home production, but the re- 
sulting increased purchasing power of the 
population will increase the standard of 
living and effective demand for new products 
for final consumption. Thus the composition 
of India’s foreign trade after the war will! be 
radically changed. The author does not con- 
sider the possible repercussions of this change 
in type and volume of India’s exports and 
imports. Since trade in its simplest form is a 
two-way activity and since foreign trade has 
come to be a tremendously complex activity 
—the transactions of one country involving 
many others—these repercussions will have 
an important bearing on the type and volume 
of India’s postwar foreign trade. 
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THe Economics oF THE Paciric Coast 
PETROLEUM INpustrRy, Part 1: Market 
Structure, by Joe S. Bain. Berkeley: Uni- 
versity of California Press, 1944. Pp. xiii, 
221. $2.75. 

This book is the first of three by the same 
author dealing with the Pacific Coast 
Petroleum industry. The author says of his 
entire study: “‘the principal goal is the obvi- 
ous one: a full understanding and a critique 
of the working of private enterprise in the 
Pacific Coast petroleum industry. At the 
same time the writer has a second aim; 
namely, the development of a method of 
economic analysis more adequate for dealing 
with the observed character of price and 
market behavior.” (p. viii). One cannot be 
sure how completely either of these aims will 
be attained until the three parts of the study 
are at hand, but the methods employed and 
the analysis presented in this first section 
give promise of something distinctly worth- 
while. A factual approach, with due atten- 
tion to many inter-relations not present in 
the over-simplified Crusoe model used so 
often by economists as an analytical starting 
point, certainly is essential to a full under- 
standing of price making and the use of re- 
sources. One is reminded that the business- 
man-economist Riccardo,—as well as many 
others,—did pretty much just that. 

The author summarizes his definition of a 
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market for the purposes of his study as fol- 
lows: “A ‘market,’ in the objective sense and 
as a sphere of economic relationships to be 
included in an empirical investigation of 
price behavior, was defined above as some 
area which is reasonably homogeneous with 
respect to the principal forces of price de- 
termination. It thus includes a group of 
sellers (and their products) whose ‘subjective 
markets’ are largely coextensive, or, in other 
words, all of whom sell to a common group of 
buyers in a common territory.” (p. 186). 

It is with this definition of a market in 
mind that the author has approached his 
task of analysis. His undertaking may best 
be introduced, perhaps, in his own words. “A 
task of economics is to analyze broadly how 
this enterprise system is working, both in 
general and in particular, and to evaluate its 
probable impact upon the economic welfare 
of the general public. A convenient area for 
investigation of this problem is an individual 
industry composed of several firms producing 
and selling some product or line of products 
in competition. With such an area there are 
a number of important questions to be 
answered: What, first, is the structure of the 
industry ?; who and how many are the sellers 
and buyers in the market?; what is their 
geographical environment?; and subject to 
what governmental protection or regulations 
do they operate? Second, what is the char- 
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acter of competition among them as regards 
both intensity and form? Third, what price 
results emerge from this behavior in the 
market over time? Finally, what is the effect 
upon the public of these market results?; 
and in the light of these effects, what is the 
appropriate course for a public policy which 
desires, in one way or another, to modify 
them?” (p. 1). The volume now under review 
contains the first part of the study only and 
is devoted to a detailed analysis of the 
market structure of the petroleum industry 
on the Pacific Coast as a type study. 

The Pacific Coast area appears to be suf- 
ficiently isolated from other producing areas 
by transportation costs so that it is in fact an 
independent domestic market. Some surplus 
of crude oil and products is shipped out of 
the area with some “freight absorption,” 
without inducing retaliatory imports which 
similarly “absorb freight” from other fields. 
This makes the area well adapted to Bain’s 
type of analysis without too much need for 
reference to the rest of the world. It may be 
commented in passing that California oranges 
and some other fruits frequently are sold in 
California at prices that are less than full 
freight below prices in eastern markets, again 
because there are no other supplies which 
can economically compete. 

As with nearly all markets, Bain finds and 
describes several distinct markets in vertical 
sequence from the oil well to the service 
station, but the high degree of integration 
within the Pacific Coast industry makes the 
factors between the producer of crude and 
the retailer of gasoline of less importance 
than in many industries. Except in the Los 
Angeles area, the service stations of the seven 
major companies are of primary importance 
in the adjustment of supply to demand and 
they appear to exercise a great influence in 
keeping price relatively stable. 

“The Pacific Coast industry has been seen 
to be dominated by seven large integrated 
companies controlling from 50 to 80 per cent 
of the volume of production at various levels 
within the industry.” (p. 211). One may 
point out that, according to the study of the 
structure of American industry made a few 
years ago by the National Resources Com- 


mission, a majority of our manufacturing 
industries have over 50 per cent of their pro- 
duction in the hands of eight or less com- 
panies. In this respect the Pacific Coast 
petroleum industry is rather typical than 
unique. On the other hand, it may be more 
completely integrated than most. These 
comparisons and contrasts add to the interest 
of Bain’s analysis and one would hope that 
some day data will be available to make them 
in detail for many industries. 

The author summarizes his study of the 
structure of the industry by re-emphasizing 
the aspects which seem to him important. 
These include: geographic isolation of the 
market; high degree of integration; concen- 
tration of output among the larger firms; dif- 
ferentiation among the products of various 
sellers, based on “‘natural’”’ differences in the 
case of crude, but on “artificial” or advertis- 
ing differences in the case of refined products; 
the behavior of costs; the framework of law; 
and the private associations of member firms 
in the industry. Obviously there is something 
of a “multiple correlation” problem involved 
in these relationships, but whether any re- 
fined statistical technique can be applied in 
this case or in others like it is not discussed 
in this volume. We must wait until the later 
parts of the study appear before we know 
how Bain proposes to evaluate the effects of 
the several variables. 

Students of marketing will watch with 
great interest the way in which Bain de- 
velops his complete study of the manner in 
which our private enterprise system is work- 
ing in this case. Does he have a really new 
technique? If so, is it both adequate for its 
primary purpose and adaptable to other 
cases? We shall have to wait to see, but if the 
remaining portions of his study measure up 
to this introductory analysis we shall not be 
disappointed. 

Rotanp S. VAILe 
University of Minnesota 


Economics oF Miuitary Occupation, by 
Henry Simon Bloch and Bert F. Hoselitz. 
Chicago: Foundation Press, 1944. Pp. xii, 
141. 

The authors have done an excellent job of 
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analyzing some of the economic problems 
met in the military occupation of conquered 
contries. They have not attempted to cover 
all of the many problems encountered but 
have limited the study to a detailed analysis 
of the major ones: military currency, ex- 
change rates, banking, taxation, price con- 
trol and rationing, and production control. 
The short-run aspects are emphasized be- 
cause of the doubtful duration of the occupa- 
tion. 

The authors do not attempt to say how 
these problems should be solved. They limit 
their analysis to what has been done by the 
occupying forces and point out the aims of 
the Axis and Allied Nations as revealed by 
the results of the activities carried on in the 
occupied countries. No uniform policy can 
be used because of the different stages of 
economic development in the various coun- 
tries occupied. 

The aims of the Axis seem to be the ex- 
ploitation of the economic resources and the 
subjugation of the people. The occupied 
countries serve as feeders of products and 
manpower to the Axis. The aim of. the 
United Nations is to bolster the economy of 
the occupied countries; controls are exercised 
in order to rehabilitate these countries as 
soon as possible. 

Sufficient statistical material is included in 
the study to support the authors’ conclusions 
and to indicate that a thorough analysis of 
the problems has been made. The book is 
very well written; it is interesting and it 
makes a worth-while contribution to the 
literature in that field. 

Roy H. Paynter 
Ohio University 


THE Future Economic Pouicy oF THE 
Unitep States, by William Adams 
Brown, Jr. Boston: World Peace Founda- 
tion, 1943. Pp. vi, 101. $.50. 

This is a small book to bear such an am- 
bitious and inclusive title. But within its 
pages is packed a lucid and sane analysis of 
our most important postwar economic prob- 
lems. Obviously, the author could not at- 
tempt to offer detailed solutions, but he does 
at least point the direction in which the solu- 


tions lie, and the factors that must be con- 
sidered in determining our national policies. 
The solutions suggested for the problems of 
full employment and foreign trade are mainly 
in terms of general principles and hedged by 
various ifs and buts. The keynote of all of 
them is compromise. 

The reason for this is made clear in Part I, 
The Dangers Ahead, in Chapter I, Our Con- 
tradictory Aims. Here the author recognizes 
that the economic interests of different in- 
dividuals and groups in the American people 
are not identical and indeed are often in 
conflict. This heterogeneous character of the 
American people should be borne constantly 
in mind by the reader, for in later chapters 
the author sometimes seems to forget it. The 
terms “America” and “‘the American people” 
are frequently used as if these designated 
entities with a capacity for unified thinking 
and action. Nevertheless, there is a fairly 
consistent adherence to the princip!e that our 
economic progress depends on finding a com- 
promise in which the public’s genera/ interest 
rather than specia/ interests shall prevail. 

It might have been better to draw the dis- 
tinction between the general interests of 
people as consumers and their special interests 
as producers or income receivers, since these 
cause conflicts not only among individuals 
and groups but also within the same individ- 
ual. Such a distinction, moreover, would 
have been particularly useful in clarifying the 
later chapters in Part III dealing with Our 
Foreign Trade Policy. Here it is generally 
agreed that high protective tariffs are ad- 
verse to the interests of people as consumers 
however much they may be to the advantage 
of certain groups as producers. 

Of the various compromises proposed, by 
far the happiest and most convincing is that 
in Part II dealing with Human Freedom 
Versus Security. Professor Brown makes a 
highly useful distinction between promises 
of security for individuals, which he advo- 
cates, and promises of security for occupa- 
tions, which he deprecates. 

He is somewhat less certain of the answer 
to the question: “Membership in a working 
world economy and full employment, can we 
have both?” This question sums up the close 
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relationship between our foreign trade policy 
and our domestic policy. Although he does 
go so far as to recommend a unilateral re- 
duction of American protective tariffs, his 
other recommendations are cautious and 
conditional. 

His compromise is least satisfactory of all 
in his discussion of individualism vs. collec- 
tivism. This, to be sure, is touched very 
lightly, even though in the minds of many 
people it is the most fundamental of all of our 
economic problems. Dr. Brown, unlike 
Dr. Henry Wriston, seems to believe that 
America can have a “half-way house,” which 
he describes as ‘‘a society which will combine 
many of the strong points of individualism 
and collectivism, of nationalism and inter- 
nationalism.” Since this is really a crucial 
question, it is unfortunate the author did not 
supply greater evidence of its practicability. 

owever, one of the chief merits of the book 
is that it is thought-provoking rather than 
conclusive. 


G. B. Hotcuxiss 
New York University 


ConsuMER Pros_ems IN WarTIME, edited 


by Kenneth Dameron. New York: Mc- 

Graw-Hill, 1944. Pp. xi, 672. $3.75. 

Total war economy has not only increased 
the complexities and difficulties of the con- 
sumer’s position but it has also tended to re- 
move public attention from his problems. 
Consequently, such a book as this, emphasiz- 
ing the effects of total war economy on the 
“home front,” will be welcomed by students 
of marketing and consumer relations. 

A most effective approach is used, one 
which represents a pioneering attempt to 
bring together and to integrate materials 
from the fields of marketing, economics, and 
home economics. The editor has written 
seven of the chapters and the remaining 
24 are written by 24 other well known college 
professors and one technical expert. Integrat- 
ing the views of these individuals into one 
unified, coherent volume must have been a 
considerable task, yet the book is well or- 
ganized into four parts as follows: 

Part I, The Consumer Faces the War, is 
concerned with the general economic prob- 
lems of consumers in wartime, both as to the 


effects of the war on them and their own vital 
part in the overall war effort. Such specific 
problems as rationing, price control, taxa- 
tion, investments, savings, and material and 
production limitation orders are included. 
This portion of the text could easily have 
become tiresome through undue emphasis 
upon statistics, detailed orders, and controls; 
the authors, however, exercised excellent 
judgement and included only sufficient detail 
to illustrate their general statements of 
principle. The enormous demands of war in 
terms of civilian goods are also indicated. 

Part II, The Consumer and the Marketing 
System, includes, in addition to a general 
chapter on marketing fundamentals for the 
consumer, specialized chapters on retailing, 
advertising, standardization and grading, la- 
beling, and business-consumer relationships. 
Mr. Dameron is the author of four of these 
chapters; Professors Paul H. Nystrom and 
H. K. Nixon of Columbia University are 
authors, respectively, of the chapters on war- 
time retailing and wartime advertising. This 
section is the most interesting and useful of 
the four, not only to students of marketing 
and consumer relations but also to persons 
engaged in selling or advertising to consum- 
ers. Furthermore, much of the material pre- 
sented is so basic that it will be even more 
valuable in the postwar period than at present. 
It is around the subject matter of these six 
chapters that much of the controversy be. 
tween “professional consumers” and “‘busi- 
nessmen”’ has centered. However, the authors 
have done an excellent piece of work in treat- 
ing the material objectively and in presenting 
both sides of disputed issues. 

Part III, The Consumer and His Govern- 
ment, is the shortest of the four parts and re- 
views major activities and policies both of 
wartime and old line government agencies 
which are directed toward consumer welfare 
and protection. It is largely factual in nature 
and presents considerable material in com- 
pact form. The possibility of integrating con- 
sumer problems in a specialized Federal De- 
partment is also considered. 

Part IV, Consumer Skills and Their Ap- 
plication to Specific Goods, is a combination 
of general chapters on such subjects as house- 
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hold management, buymanship, and fashion 
and of specific chapters on such products as 
food, household equipment, and automobiles. 
Again much of the material, although of 
especial importance in wartime, has lasting 
value as statements of basic principles of 
consumer economics. Probably if a jury of 
home managers were to review this book 
they would vote that this part contains the 
most valuable information for them. 

In the four parts, there is some repetition 
of material, a weakness which seems almost 
inherent in a book organized as is this one. 
For example, the President’s Seven Point 
Program to keep the cost of living from 
spiraling upward is stated on Page 77 and re- 
peated on Page 294. Other materials on the 
causes and effects of inflation are also re- 
peated as are some of the statements on the 
activities and functions of governmental 
agencies. A more critical and analytical at- 
titude toward certain governmental agency 
activities and policies might also have been 
used to advantage. Furthermore, while it is 
impossible to be all inclusive in a book of this 
kind, in view of the wartime problems of con- 
sumers in their dependency upon laundries, 
hotels, restaurants, repair shops, and other 
service establishments, it appears that these 
might well have been treated in more detail. 

In conclusion, the merits of the book far 
outweigh the minor limitations pointed out 
above. The book is intended as a text and can 
be definitely recommended as such. It may be 
used for consumer economics courses in senior 
high schools and colleges, for adult consumer 
education groups, and for classes which are 
intended to prepare students to enter ad- 
vertising and selling. In addition to its 
academic uses, the book has practical worth 
for sales and advertising executives, retail 
sales training directors, public relations of- 
ficials, and, of course, consumers. 

E. O. DitLe 
University of Tennessee 


Some Facrors AFFECTING THE SUPPLY OF 
Mitxk AND Mitk Propuctrs 1n Nova 
Scotia, by Wilfred J. Garvin. Washington: 
Catholic University Press, 1941. Pp. viii, 

155. $1.50. paper. 





Wilfred J. Garvin has given a sound eco- 
nomic investigation of the factors affecting 
the supply of milk and milk products in Nova 
Scotia in this his doctoral dissertation. 

Beginning with the historical development 
of the dairy industry in Nova Scotia, the 
author explains why dairying is the most im- 
portant branch of agricultural production in 
the country regardless of the fact that only 
an insignificant volume of Nova-Scotia’s 
dairy products enter into international trade. 

Dr. Garvin further developed his analysis 
by showing that although butter, milk, 
cream, and ice cream account for almost the 
entire output of milk products in Nova 
Scotia, inasmuch as the production of 
creamery butter was found to represent the 
marginal utilization of the original milk 
supply, it offers the best occasion for increase 
of output. 

The author depicts quite clearly the eco- 
nomic factors affecting butterfat prices and 
operating costs at creameries and concludes 
that the low production relative to local dis- 
appearance will not be materially improved 
by lowering costs at the creameries. The solu- 
tion will have to evolve from the relatively 
high cost production units. These high farm 
unit costs have resulted from the farmers 
operating on a small scale and supplementing 
their incomes from other sources than agri- 
cultural. 

The author’s conclusion that the creamery 
be treated as a public utility is one that might 
be questioned. However, the reviewer be- 
lieves that Dr. Garvin has justified his posi- 
tion by his explanation of the wasteful com- 
petition between operators which has pre- 
vented the maintenance of an adequate grad- 
ing system in Nova Scotia cream purchases. 

Throughout the book the author has uti- 
lized effectively a number of statistical graphs 
and tables (such as the one on the cost func- 
tion of the individual creamery on page 79) 
which help greatly to clarify the material. 

For the economist and those who are in- 
terested in the agricultural problems, the re- 
viewer believes the book will prove very 
valuable as a reference book. 

Cuar_es J. Dirksen 
University of Santa Clara 
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Postwar Pians oF THR UnitTepD Nations, 
by Lewis L. Lorwin. New York: Twentieth 
Century Fund, 1943, Pp. xii, 307. $2.50. 
In the preface to his volume, the author 

states that his purpose has been to fill a gap 
in current literature with respect to the post- 
war plans of the United Nations as distin- 
guished from the economic aims of the Axis 
Powers. Accordingly, he has undertaken to 
encompass in a single volume of convenient 
size and scope, the proposals and programs 
for national or domestic postwar reconstruc- 
tion which have been formulated by official 
and unofficial groups representing twenty- 
two countries. To use his own phrase, “‘the 
task has been to describe and explain, not to 
judge or evaluate programs,” and that is 
precisely what the reader will find in this 
book. 

As an introduction, the author has 
sketched the goals that the United Nations 
have set before themselves in subscribing ad- 
herence to the Atlantic Charter. The point is 
made that “security and economic advance- 
ment for all” in the international sphere ob- 
viously cannot be realized if individual na- 
tions pursue national policies which are at 
variance with this objective. In this chapter 
the author has included a statistical table 
containing significant comparative data of 
all the United Nations, and eleven associated 
nations, which many readers will find to be 
very helpful. 

There then follows an analysis of postwar 
planning in the United States. First, an ex- 
amination is made of the postwar programs 
of several private groups, such as farmers’ 
organizations, labor organizations, organiza- 
tions of American business and others, in- 
cluding religious groups. Then follows a 
chapter on government planning, which is 
essentially a summarization of the pro- 
nouncements of the National Resources 
Planning Board. Since the 78th Congress de- 
cided to eliminate this Board by omitting 
any appropriation for it after July 1, 1943, 
it is open to question whether it can be de- 
fended that its previous plans are the con- 
sensus of our government at the present 
time. 

In considering the plans for reconstruction 


of Great Britain, the book presents an able 
summary of the Planning Act of 1942, the 
Beveridge Plan, and the programs of several 
social-economic groups in England. It is ap- 
parent that, in many particulars, Great Brit- 
ain has gone further in expressing views and 
formulating postwar plans than has been 
done in the United States. 

Postwar plans for eight of the occupied 
countries of Europe are the expressions of 
their “‘governments-in-exile.” Even though 
it cannot now be foreseen whether these 
governments will assume leadership at war’s 
end, it is doubtless important to include 
their declarations as an expression of trends 
be to reckoned with in the reconstruction 
of Europe. 

With respect to Latin America, the author 
has found it difficult to distinguish between 
wartime activities and postwar policies. 
However, six countries south of the border 
have been selected to show both the general 
pattern of postwar planning and also varia- 
tions in Latin American social-economic 
ideas. 

For the British Commonwealth of Nations, 
the book contains descriptions of the post- 
war plans of Canada, Australia, New Zea- 
land, South Africa, and India. For the Far 
East, an excellent chapter has been given 
over to China. In China, as in the Soviet 
Union, treated subsequently, reconstruction 
is shown to derive its inspiration from a 
national revolution which has been in prog- 
ress for two decades. 

When the volume has been perused to the 
end, the reader finds that certain common 
aims emerge such as full employment and the 
emphasis upon the improvement of social 
economic conditions. The differences which 
appear are chiefly with respect to the institu- 
tions envisioned to achieve these ends. 

It is a timely book, carefully documented, 
readable and adequate considering how much 
material has been condensed into its three 
hundred pages. It should prove valuable to 
students and discussion groups whose in- 
terests point in the direction of postwar plan- 
ning both in its domestic and international 
aspects. It can also be recommended as 4 
work of reference for those who attempt to 
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speak authoritatively on the subjects it com- 
prehends. 
Etmore PETERSEN 
University of Colorado 


Your Business AND Postwar ADJUSTMENT, 
by Leverett S. Lyon, James M. Barker, 
and Gunther Baumgart. Chicago: Uni- 
versity of Chicago Press, 1944. Pp. v, 123, 
paper. $1.00. 


As stated on the back of the title page 
“The purpose of this book is to urge you to 
think now about postwar readjustment and to 
give you a direct and practical help in so 
doing. ... It is a manual designed to bring 
to your mind questions which will confront 
you and each department of your business in 
readjusting to peacetime conditions. It does 
not give answers.” 

To accomplish this purpose, Mr. Lyon in 
Part I (twelve and one-half pages) sets forth 
what seems to him to be the general prob- 
lems which confront American business in 
postwar readjustment and the relationship 
of government to these problems. These 
problems he divides into three groups: those 
which will confront each individual business, 
those of transition from war to peace, and 
those involving broad social and economic 
changes. This discussion merited more space 
than was devoted to it. 

Five edited addresses and two report sum- 
maries comprise the 55 pages of Part II, 
“War Problems Affecting Postwar Opera- 
tions.” This part, in the opinion of the 
authors, gives the best available official 
thinking on the subjects with which it deals. 
Three of the addresses discuss cutbacks, re- 
negotiation, and termination of war con- 
tracts. The other two discuss the redistribu- 
tion of used machinery, equipment, and ma- 
terials, and the possibility for a continued 
increase in supplies of controlled materials 
for essential civilian production. The two re- 
ports which are summarized are the ““Baruch- 
Hancock Report on Federal War and Post- 
war Adjustment Policies” and the “George 
Committee Report on Postwar Economic 
Policy and Planning.” The authors point out 
that this latter report covers practically the 
Same ground, is much more compactly writ- 


ten, is dated a week earlier but was far less 
publicized than the Baruch-Hancock Report. 

The remaining 55 pages of the book com- 
prise Part III, ““A Check List of Questions to 
Guide Operating Executives in Planning For 
Their Companies.” There are eight groups 
of these questions, the first of which deals 
with the subjects discussed in Part II. The 
remaining seven groups of questions deal 
with employment, production, organization, 
sales, purchasing, finance, and public rela- 
tions. The questions if carefully considered 
will serve as a starting point and guide to 
thinking along the lines indicated, and thus 
the major purpose of the book is accom- 
plished. 

The authors probably felt that time was 
very much of the essence in the production of 
this book. With much uncertainty as to the 
imminence of the postwar period, the authors 
apparently felt compelled to produce quickly 
and this would account in part for the brevity 
of the book. Another probable reason for its 
brevity is that it is clearly designed for the 
operating executive whose time for reading 
may be limited. Fuller discussion of most of 
the subjects treated in the book is desired 
and must occur before satisfactory progress 
can be made with problems of readjustment. 

Frep M. Jones 
University of Illinois 


Foon, by Frank A. Pearson and Don Paarl- 
berg. New York: Alfred A. Knopf, 1944. 
Pp. xi, 239. $2.75. 

This little books deals with food under the 
following chapter headings: 1. War and Food; 
2. The Food Shortage; 3. Farm Labor and 
Machinery; 4. Crop Production; 5. Livestock 
Production; 6. Shock Absorbers and Equal- 
izers in the Food Supply; 7. Consumption; 
8. Distribution; 9. Prices; 10. Ceiling Prices, 
Rationing, and Subsidies; 11. Black Markets; 
and 12. Administration of Food. 

The authors state in their preface that: 
“This book is an effort to present our past 
experiences with food, to describe what cur- 
rently appears to be its more important 
phases, to survey our national policy, and to 
present the outlook.” (P. v). This avowed 
objective has not been attained. The treat- 
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ment is frankly one-sided as indicated by 
the authors’ statement in the preface that: 
“The authors, being skeptical of many of the 
new economic doctrines, undertake to be the 
Devil’s Advocates in defense of their own 
heresy and that of others.” (P. vi). 

The book is interestingly written, some- 
times in a humorous vein tending toward 
“wisecracks.” There is much good descrip- 
tion of current situations and some analysis 
of the way economic forces work. The main 
theme of the book is that our wartime con- 
trols are futile and that what we need is a 
free market like we had in the “horse and 
buggy days.” However, this analysis over- 
simplifies the problems and fails to clarify the 
differences between wartime and peacetime 
workings of economic forces as guides to pro- 
duction and consumption. 

The book may well be recommended to 
persons who are definitely “anti-administra- 
tion” because they will get what they want 
out of it, with perhaps some added argu- 
ments, including the numerous wisecracks; it 
should be on the reading list of all “‘bureau- 
crats” because they need to know how bad 
overregimentation can look. But for the 
general reader who wants to be informed 
about the food problem, who is eager to have 
things move in the direction of furthering the 
war effort with a minimum of those disloca- 
tions which tend to obstruct our war aims, 
and who wants to know above all how much 
to believe of what is reported either by the 
administration or its opponents, this is not 
the book to read. 

H. E. ErpMan 
University of California 


FINANCING EquipMENT FOR COMMERCIAL 
AND INpusTRIAL ENTERPRISE, by Ray- 
mond J. Saulnier and Neil H. Jacoby. New 
York: National Bureau of Economic Re- 
search, 1944. Pp. xiii, 95. $1.50. 

The authors begin this text with a defini- 
tion of equipment financing, then proceed to 
set forth the development of this business; 
the amount of equipment financing carried 
on; the market based on the types of equip- 
ment sold and the characteristics of concerns 
buying the equipment; the characteristics of 


credit considering size, down payment and 
maturity; the operating methods; charges 
and credit experience; the adaptation in 
lending practices of financial institutions to 
changes in the demand for business credit; 
and, finally, a summary of the questionnaire 
procedure of determining the frequency with 
which commercial banks participate in in- 
stallment equipment financing. 

By this type of financing operation is 
meant the extension of credit to make pos- 
sible the acquisition of income-producing 
machinery or equipment with the financing 
agency having title to or a lien on the equip- 
ment to secure the credit extended and the 
debt being amortized in regular installment 
payments. 

Early development of equipment financing 
was by non-bank agencies, followed later by 
commercial bank participation. Steadily in- 
creasing mechanization of manufacturing, 
mining, construction industries and trade 
and service establishments has promoted and 
extended the use of equipment financing. 
Financial institutions have entered the field 
primarily because many manufacturers and 
distributors do not desire to carry their own 
installments receivable. Estimates place the 
total receivables held by equipment financing 
agencies at the end of the year 1941 at $470 
millions with a similar amount of business 
having been conducted during the year. 

Only about two per cent of the total loans 
of banks is for equipment financing. Units 
purchased in this manner may vary from a 
$30 typewriter to a Diesel engine costing 
$500,000. The businesses using equipment 
financing were in the order of importance: 
(1) service concerns, (2) retail trade concerns, 
and (3) manufacturers. 

Down payment tendencies group around 
33% per cent, but ranged from Io per cent to 
50 per cent with the buyers’ credit standing 
a primary consideration. The balance 1s 
usually paid in regular monthly installments. 
Payments may also be figured as a fraction 
of the yearly earning of the machinery. The 
usual rate of interest on direct loans of cash is 
6 per cent. Over half of the manufacturing 
companies reporting showed losses of less 
than one per cent of installment sales volume. 
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Equipment financing is a very small seg- 
ment of the business credit market, yet it 
indicates how credit is adapted to technologi- 
cal trends. In postwar developments equip- 
ment financing should prove useful for con- 
version and expansion activities, especially 
to small and medium-sized concerns which 
are at present the chief users of this type of 
financing. 

Concerns extending equipment financing 
credit and teachers and students studying 
finance will find the material covered in this 
book very readable, concise, well-arranged 
and of great reference value. 

Harotp A. Storey 
University of Colorado 


Booxs RECEIVED 


American Economic Objectives, edited by William McKee 
and Louis Wiesen. New Wilmington, Pa.: Economic 
and Business Foundation, 1942. Pp. 220. $2.50. 


The proceedings of eight forum meetings addressed 
by a distinguished group of scholars, three of whom are 
past presidents of the American Economic Association. 

“What are America’s economic objectives?” asks 
Sumner Slichter in the summary address, and finds this 
a formidable question. Retailers clamoring for special 
taxation of chain stores, farmers seeking parity prices 
for agricultural products, manufacturers and their 
employees demanding tariffs against foreign competi- 
tion, producers in one state by various devices seeking 
protection from the competition of producers in other 
states, and many other groups “have succeeded in 
having their aspirations embodied into public policy— 
often through a process of vote trading. As a result, the 
public economic policy of the United States has become 
very comprehensive and very complex, and to a con- 
siderable extent contradictory and self-defeating. In 
large measure it consists of laws in which only a small 
part of the community is interested and which the 
majority may even disapprove.” 

_ However, he finds a number of general economic ob- 
Jectives which seem to command fairly broad accept- 
ance: “1. The promotion of equality of economic oppor- 
tunity; 2. The encouragement of democratic controls in 
industry; 3. The promotion of economic stability and 
security; 4. The prevention of extremes in the distribu- 
tion of income; 5. The prevention of excessive concen- 
tration of economic power; 6. The encouragement of 


economic expansion and the full utilization of re- 
sources,” 


American Economic Policies, edited by William McKee 
and Carl Ullman. New Wilmington, Pa.: Economic 
and Business Foundation, 1943. Pp. 321. $3.00. 

The proceedings of a series of panel forum meetings 
addressed by twenty-five outstanding economists. The 
new conditions and problems which promise to face 


postwar America are: a much larger budget than the 
nation has ever had in peace time; a much larger and 
more powerful trade union movement than ever before; 
the apparent failure of the capital market to supply 
venture capital; the probability of an immediate post- 
war boom with grave inflationary possibilities; the 
difficulty of shifting from the boom to a self-supporting 
economy; the task of producing a harmonious and in- 
tegrated set of economic policies so that one policy will 
not defeat another policy. 

Accordingly, the participants present their sugges- 
tions for “the most constructive improvements in 
America’s taxation and fiscal policies, monetary, credit 
and banking policies, international economic policies, 
labor policies, and production, consumption, income 
distribution and price policies for the purpose of en- 
couraging private business enterprise.” 


Curbing Inflation Through Taxation, a symposium. New 
York: Tax Institute, 1944. Pp. ix, 261. $2.50. 


Eighteen papers by Marriner S. Eccles, Alvin H. 
Hansen, and others, presented at a recent Tax Institute 
symposium, treat various aspects of five main subjects: 
the earmarks of inflation; inflationary potentialities of 
the public debt; fiscal devices for curbing inflation; ex- 
perience of other countries in curbing inflation through 
fiscal devices; and possibilities of postwar inflation and 
suggested tax action. 

“The war on inflation has yet to be won. In fact, the 
most critical battles will probably come after the war 
on the Axis is over. . . . Today all of the knowledge and 
considered judgment of bankers, tax administrators, 
and the students of public finance and business cycles 
must be pooled if the best procedure is to be adopted. 
Nor is it sufficient to call upon the experts. It is neces- 
sary to convince the taxpapers and the potential bond 
buyers of the dangers of inflation. And it is necessary 
for every consumer to realize that his buying will con- 
tribute to inflation, and that his saving will help to 
check it.” 


Development of Collective Enterprise, Dynamics of an 
Emergent Economy, by Seba Eldridge and Associ- 
ates. Lawrence, Kansas: University of Kansas Press, 
1943. Pp. viii, 577. $4.50. 

This volume, the result of a five-year investigation by 
thirty collaborators mainly from the University of 
Kansas, has two general objectives: to discover by in- 
ductive study the basic factors in the growth of collec- 
tive undertakings, and to describe these undertakings 
as going concerns. 

Introductory chapters on the problem and the mean- 
ing of socialization are followed by ten chapters on 
“Fields Already Collectivized”: Protection of persons 
and property, roads and streets, harbors and water- 
ways, postal services, water and sewerage works, land 
reclamation, education and research, social work 
and institutional care, social clubs and fraternal socie- 
ties, and libraries and museums; and ten chapters on 
“Fields Undergoing Collectivization”: Forestry, elec- 
tric power, rural resettlement, housing, credit and 
banking, property insurance, life insurance, minimum 
income insurance, medical service and health care, and 
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recreation and leisure-time activity. The remainder of 
the volume is concerned with “Special Problems,” and 
a “Theory of Collective Enterprise.” 

The study concludes that “socialized services in vir- 
tually all fields are being steadily improved. Spoils 
politics is gradually being curbed; civil service on a 
merit basis is being extended; and, not least important, 
a profession of public administration is being de- 
veloped.” 


Economic Research and the Needs of the Times, by 
Wesley C. Mitchell. New York: National Bureau of 
Economic Research, 1944. Pp. 66, paper. Gratis. 


This twenty-fourth annual report of the Bureau re- 
views the job it has done in research and publication 
since World War I, gives a record of its work in 1943 
and plans for 1944, and discusses the needs for economic 
research in war and peace. 

Especially needed is ‘‘a search for the leading factors 
that determine the rate of secular change in national 
output and in standards of living. In recent years an 
influential group of economists has contended that the 
American economy has become ‘mature’ and cannot 
continue to grow in the future as it has in the past. On 
this premise, they have advocated far-reaching altera- 
tions in economic policy. Technological experts have 
vigorously denied their premise, but the evidence for 
and against it has not been subjected to searching ex- 
amination. A thorough critique of these opposing 
opinions is much to be desired.” 


The Economics of Control, by Abba P. Lerner. New 

York: Macmillan, 1944. Pp. xxii, 428. $3.75. 

The high points of Mr. Lerner’s program may perhaps 
be indicated by the following: ‘“The benefits of both the 
capitalist economy and the collectivist economy can be 
reaped in the controlled economy . . . the maximization 
of probable total satisfaction is attained by an equal 
division of income. ... The fundamental cause of the 
business cycle is the inadequacy of demand because of 
the very unequal distribution of income. . . . There are 
effective instruments in the hands of the government for 
maintaining full employment and preventing inflation, 
but their use is hindered by strong prejudices. The instru- 
ments are not available until it is recognized that the 
size of the national debt is relatively unimportant, that 
the interest on the debt is not a burden on the nation, 
and that the nation cannot be made ‘bankrupt’ by 
internally held debt.”” As Mr. Lerner says in his preface 
(p. viii) “Mr. Keynes’s influence is of course seen 
throughout.” 

With regard to foreign trade the author holds that 
“Specific international trade problems arise only from 
artificial barriers to the movement of goods of money 
capital and of people ” argues that “‘Earlier inhabitants 
as a whole, cannot lose by the immigration of workers 
who are paid no more than their marginal product,” and 
takes the position that “Foreign lending might well be 
limited for the sake of preventing ill feeling unless some 
scheme is adopted for equalizing the wealth of nations.” 
He indicates “‘a simple formula for the optimum tax on 
imports and exports, in perfect and imperfect competi- 
tion, if it is desired to exploit the foreigner,” and shows 


that “monopolies can be taxed and bribed into buying 
and selling the quantities that best serve the interest of 
the country or of the world economy.” 


Fiscal Policy and Business Cycles, by Alvin H. Hansen. 
New York: W. W. Norton & Co., 1941. Pp. ix, 462. 
$3.75. 

This volume has become “the bible” of a large num- 
ber of economists. Or perhaps it might be said that this 
book and Keynes’s General Theory of Employment, In- 
trest, and Money constitute the new and old testaments, 
respectively, of a large and rapidly growing group of 
extremely articulate economists and other writers. 

The general thesis is simply that, because our econ- 
omy has become mature, oversaving and underinvest- 
ment occur and cause depression and unemployment. 
Therefore, government should and must adopt a “‘com- 
pensatory fiscal policy” of taxing and borrowing and 
spending and investing so as to prevent such depressions 
and unemployment. This appears too simple to the con- 
servative economists. But seldom if ever has a new con- 
tribution to economic theory been so overwhelmingly 
and quickly accepted by laymen and the masses as this 
Keynes-Hansen thesis. Perhaps this is because it appar- 
ently rationalizes the widespread desire to “soak the 
rich and the corporations” (who are responsible for the 
“oversaving”’) and justifies lavish government borrow- 
ing and spending. 


The Labor Force in Wartime America, by Clarence D. 
Long. New York: National Bureau of Economic Re- 
search, 1944. Pp. 73. $.50, paper. 

During World War I the net additions to the normal 
labor force actually were “few or non-existent” whereas 
during 1942 and 1943 “there was a rise of nearly six 
million men and women, of whom more than four-fifths 
came in independently of the growth in working-age 
population.” In 1944 the only untapped sources of new 
labor supply are said to be children at school and 
women with children under 14. Since efforts to draw 
upon these reserves will meet strong resistance, in- 
creases in armed forces and war production would re- 
quire large transfers from civilian to war work or more 
hours and harder work, or both, it is said. 

However, “judging from the past stability of the 
labor force propensity, most of the war additions to the 
labor force seem likely to go out with the war’s end, 
leaving the labor force larger only by reason of the 
growth in population. If so, we shall be able to concen- 
trate on converting war jobs to peace without being 
troubled much with creating new jobs, especially if a 
military force of two or three million men is main- 
tained.” 


Nazi War Finance and Banking, by Otto Nathan. New 
York: National Bureau of Economic Research, 1944 
Pp. iii, 97. $.50, paper. 

After the ascension to power of the Nazis, four im- 
portant steps were taken. First, strengthening “‘the for- 
eign exchange control system . . . to insulate further the 
financial system against international financial influ- 
ences”; second, “establishing complete government 
domination over the Reichsbank in order to use it for 
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the politico-military objectives of the regime”; third, 
integrating tight control over commercial banking “‘to 
assure the availability of its facilities for financing the 
preparations for, and the conduct of, war”; and fourth, 
“control over investment through the capital market in 
order to canalize its resources almost exclusively into 
government obligations.” 

Total government receipts rose “in the last year be- 
fore the war to over $0 per cent of national income’”’ and 
during the war period have become higher. “‘For the 
first three and a half years of the war, the official Reich 
debt, about half of which is short term, has risen six- 
fold” in addition to the “unofficial short term debt the 
size of which is not known.” This rise took place in 
spite of the fact that “Germany has shifted as much of 
the cost of conquest as possible onto occupied terri- 
tories,” 


Price Making in a Democracy, by Edwin G. Nourse. 
Washington: Brookings Institution, 1944. Pp. x, 541. 
$3.50. 

The question stated on the jacket of this volume is: 
How can business leaders save private enterprise? The 
answer is by the adoption of a low price policy, lowering 
the prices of commodities and services in step with re- 
ductions in their costs of production. Such a policy 
would tend toward maximizing profits and at the same 
time toward full employment and full use of natural 
resources, thereby reducing the demand for government 
intervention. 

“Maximum business profit can be attained only 
through maximum long-run productivity, and this can 
be attained only through full employment. Full employ- 
ment can be maintained more readily by passing the 
net gains of labor-saving improvements on democrat- 
ically to the mass of consumers rather than concentrat- 
ing them on a limited class of directors of capital or 
special groups of labor (overalled or white-collared) 
which enjoy a monopolistic bargaining position.” 


Production, Fobs and Taxes, by Harold M. Groves. New 

York: McGraw-Hill, 1944. Pp. xv, 116. $1.25. 

This is the first of a series of studies on “the economic 
problems involved in attaining and maintaining new 
high levels of employment through expanded produc- 
tion after the war’ to be published by the Committee 
for Economic Development. A postwar revision of the 
federal tax system would help achieve higher production 
and more jobs; hence this first study makes recommenda- 
tions which would work toward ‘‘a tax system without 
duplication of taxes, moderate as to degree, universal in 
application, and free from special privileges.” Revisions 
are suggested at a great many points but “emphasis is 
placed on a direct personal tax to be measured by all in- 
come and to be paid by a large majority of American 
families.” 

Existing provisions which should be eliminated are: 
the duplication in corporate and personal income taxes, 
the declared-value capital-stock excess-profits combina- 
tion, and tax exemption for income from government 


securities, and “postwar federal sales taxes, especially 
those on the necessities of life, are to be discouraged.” 


Public Spending and Postwar Economic Policy, by 
Sherwood M. Fine. New York: Columbia University 
Press, 1944. Pp. viii, 177. $2.50. 

“Public spending can most appropriately fulfill a 
residual function rather than be assigned a primary re- 
sponsibility in assuring full use of resources. . .. The 
relative scope of public to private investment will be 
determined in large measure by the extent to which 
contemporary business and labor practices, among 
other things, are revitalized. Whether the host of pit- 
falls confronting the resurgence of private enterprise 
can be successfully surmounted remains to be seen, To 
this task must be devoted the collective effort of busi- 
ness, labor, and government. Above all, we cannot 
afford poverty, idleness, and their social and political 
concomitants.” 

The author, a government economist, points out in 
the preface that his “indebtedness to Professor Hansen 
is especially great and is in no wise adequately indicated 
in the text.” 


State and Local Finance in the National Economy,.by 
Alvin H. Hansen and Harvey S. Perloff. New York: 
W. W. Norton & Co., 1944. Pp. vii, 310. $3.75. 


This is an application of Hansen’s “compensatory 
fiscal policy”’ to state and local as well as federal finance. 
“Cycle policy involves fundamentally, on the one side, 
an expansion of public expenditures when depression 
threatens and, on the other side, a reduction of tax 
rates. When excessive boom or inflationary tendencies 
are present, cycle policy involves a curtailment of ex- 
penditures and an increase in tax rates... the federal 
government must assume the leadership in a counter- 
cyclical program. ... Nevertheless the state and local 
governments can do much in a supplemental way to 
promote economic stability.” 

Detailed suggestions are made for improvements in 
tax structures and procedures. One chapter presents 
four alternative postwar federal budgets and shows how 
these gear into different levels of private investment 
activity and the budgets of state and local governments. 


Food Rationing and Supply 1943/1944, by Economic, 
Financial and Transit Department of the League of 
Nations. New York: Columbia University Press, 
1944. Pp. 101. $1.00, paper. 


How to Run a Sales Meeting, by Edward J. Hegarty. 
New York: McGraw-Hill, 1944. Pp. x, 237. $2.00. 


Report of the Federal Trade Commission on Distribution 
Methods and Costs, Part 1. Important Food Products. 
Washington: Federal Trade Commission, 1944. Pp. 
Xii, 223. $.30, paper. 


Selling, by E. G. Blackstone, C. C. Crawford, and 
E. Grinnell. Boston: D. C. Heath, 1942. Pp. xii, 338. 
$1.60. 











A.M.A. Notes 


ROSS M. CUNNINGHAM 
Editor 








The three months which have passed since 
the last copy for A.M.A. Notes was prepared 
have brought much to report to A.M.A. 
members, not the least of which is that 
Charles F. Phillips, the able Managing Edi- 
tor of THE JOURNAL, was made Deputy Ad- 
ministrator for Rationing in O.P.A. Hardly 
had this happened when it was announced 
that he had accepted the presidency of Bates 
College in Maine. By the time you are read- 
ing this he will be installed as the new Prexy. 


A.M.A. Fall Meeting, Chicago, November 30 
to December 1, 1944 


The Chicago Chapter is sponsoring the 
American Marketing Association Fall Meet- 
ing at Chicago on Thursday and Friday, No- 
vember 30 and December 1. The conference 
is to be held at the Edgewater Beach Hotel. 
J. J. Martin of Henri, Hurst, and McDonald 
and president of the Chicago Chapter and 
J. C. Griffin of Wilson and Company are co- 
chairmen of the meeting. S. R. Bernstein of 
Advertising Age is Program Chairman. 


A.M.A. Spring Meeting, Boston, 1945 


The New England Chapter will sponsor 
the A.M.A. Spring Meeting to be held in 
Boston in late May or early June of 1945. 


The Philadelphia Meeting 


The Philadelphia Chapter of the A.M.A. 
sponsored the Spring Meeting of the Associa- 
tion at the Benjamin Franklin Hotel on June 
8 and g. To say that the conference was out- 
standingly successful fails to do justice to the 
carefully integrated program which centered 
around “Mobilization for Market Expan- 
sion,” the quality of the addresses, and the 
handling of the many details of arrangement 
which constitute such an important and dif- 
ficult task for conference managers, particu- 
larly under war conditions. Presentation of 
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opposing points of view on controversial 
questions during certain of the sessions 
proved particularly interesting to the audi- 
ence. 


Organization for the Meeting 


Members who gave so generously of their 
time and energy in planning for and operat- 
ing the Spring Meeting are listed below. 


Local Executive Committee 
General Chairman—Donald M. Hobart, Director of Re- 
search, Curtis Publishing Company, Philadelphia. 
Secretary to General Chairman—Casilda V. Atkinson, 
The Farm Journal. 


Program Committee 

Wroe Alderson, Chairman, Wroe Alderson & Com- 
pany. 

Harold P. Alspaugh, R. C. A. Manufacturing Co., Inc. 

Robert L. Hobart, Gimbel Brothers. 

Lawrence C. Lockley, E. I. duPont de Nemours & Co., 
Inc. 

Roland G. E. Ullman, The Roland G. E. Ullman 
Organization. 

C. H. H. Weikel, Bethlehem Steel Company. 

John R. Whitaker, American Stores Company. 

Wm. B. Ricketts, N. W. Ayer & Son. 

Ex-officio Members The program chairmen of local 
chapters. 

Arrangements Committee 

William F. Buehl, Chairman, McGraw-Hill Publishing 
Company. 

Richard Davies, Pennsylvania Salt Mfg. Co. 

Harry Hawkins, The Evening Bulletin. 

Robert Mendte, John Falkner Arndt. 

Nan M. Collins, The Roland G. E. Ullman Organiza- 
tion. 

Registration and Finance Committee 

Walter A. Fox, Chairman, Fox & MacKenzie. 

R. E. Lovekin, R. E. Lovekin Corp. 

Casilda V. Atkinson, The Farm Fournal. 

Irving W. Wilder, Henry Disston & Sons, Inc. 


Attendance Promotion Committee 
Roland G. E. Ullman, Chairman, The Roland G. F. 
Ullman Organization. 
James S. Spillman, Benjamin Eshleman Company. 
Richard Scales, Scott Paper Company. 
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Publicity Committee 


Melville H. Smith, Jr., Chairman, James G. Lamb 
Company. ‘ 

Harry Hawkins, The Evening Bulletin. 

Herman Sturm, McGraw-Hill Publishing Company. 


The Program 


Wroe Alderson and his committee selected 
for the theme of the program,” Mobilization 
for Market Expansion.” The various sessions 
are listed below as they appeared in the 
printed program, but for reasons of economy 
the various black and white illustrations 
which added a welcome sparkle have not 
been reproduced. 


Thursday, Fune 8 
9:00 A.M.—Registration 
g:30 A.M.—Opening session—Ballroom 
Welcome—Donald M. Hobart, General Chairman, 
Curtis Publishing Company 
Response—Howard Whipple Green, President. Ameri- 
can Marketing Association 
Announcements—William F. Buehl, McGraw-Hill 
Publishing Company 
The Idea Behind the Program, Wroe Alderson, Wroe 
Alderson & Company 


10:00 A.M.—Morning Session 


RECENT TRENDS IN MARKET MEASUREMENT 
Chairman: Franklin R. Cawl, Director of Research, 
Arthur Kudner, Inc. 
Experience in Conducting a Consumer Panel—Arno 
Johnson, Director of Research, J. Walter Thompson 


Unsolved Problems of Consumer Panels—Samuel G, 
Barton, President, Industrial Market Surveys 

The Future of Consumer Panels—Norwood Weaver, 
New York City 

Wartime Developments in Market Research Ma- 
terials—Frederick F. Stephan, War Production 
Board, Division of Statistics 


12:30 p.m.—Luncheon Meetings 


METHODS OF ESTIMATING MARKET POTENTIALS 
Chairman: S. Morris Livingston, Bureau of Foreign 
and Domestic Commerce 
Speaker—Stanley A. Holme, Committee for Economic 
Development 
Discussion Leader—John C. Spurr, Director of Re- 
search, McGraw-Hill Publishing Co. 


TOOLS OF RESEARCH IN FOREIGN MARKETS 

Chairman—Wm. Lukens, R. M. Hollingshead Corp., 
Camden, N. J. 

Speaker—Sidney Linnekin, President, Kerlin Re- 
search 

Discussion Leader—E. E. Schnellbacher, Chief, 
Commercial Intelligence Division, Bureau of For- 
eign and Domestic Commerce 


MARKET TESTING OF CONSUMER 
AND INDUSTRIAL PRODUCTS 
Chairman—Ralph R. Butler, Director of Research, 
Kendall Mills 
Discussion Leaders: 
Consumer Products—Matilda White, Vice-President, 
Market Research Corp. 
Industrial Products—Herbert W. Anderson, Presi- 
dent, Fidelity Machine Co. 


2:30 p.m.—Afternoon Session 


MARKET FORECASTS AND BUSINESS PLANNING 


Chairman—W alter Tower, President, American Iron 

and Steel Institute 

The Aviation Industry Outlook—E. E. Lothrop, 
Director of Research, Aeronautical Chamber of 
Commerce 

Forecasting the Construction Market—Wilson 
Wright, Armstrong Cork Company—Representing 
Producers Council 

Demand for Transportation Equipment—E. J. W. 
Ragsdale, Chief Engineer, E. G. Budd Mfg. Co. 

Markets for Industrial Equipment—Eldridge Haynes, 
President, Magazines of Industry 


5:30 p.M.—Meeting of Board of Directors 


7:00 p.M.—Dinner Meeting 
Informal 


Chairman—Howard Whipple Green, President, Ameri- 
can Marketing Association 
The Place of Marketing in a Balanced Economy— 
Dr. Frank D. Graham, Princeton University 
The Trend in Reconversion Policy—L. R. Boulware, 
Vice-Chairman for Operations, War Production 
Board 


Friday, June 9 
8:00 A.m.—Breakfast Meetings 


Committee on Research Techniques, Room 204— 
Chairman—Everett R. Smith, McFadden Publica- 
tions 

Committee on Industrial Marketing, Room 252— 
Chairman—Donald R. G. Cowan, Republic Steel 
Company 

Meeting of National and Chapter Officers—Room 
244—with: 

Howard Whipple Green, President; Ross M. 
Cunningham, Secretary; Charles H. Sandage, 
Chairman of Chapter Activities Committee. 


10:00 A.M.—Morning Session 


RESEARCH FOR EFFICIENT MARKETING 


Chairman—Ray Robinson, Crowell Publishing Co. 

Cost of Distribution for Essential Products—Robert 
Freer, Chairman, Federal Trade Commission. 

A New Approach to Efficient Distribution—E. R. 
Hawkins, Department of Commerce. 

Some Experiments in Distribution Research—Walter 
L. Mitchell, Dun & Bradstreet. 

Increasing the Efficiency of Advertising—Wm. B. 
Ricketts, Ayer Foundation. 
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12:30 p.M.—Luncheon Session 


FORUM ON: THE ROAD AHEAD IN DISTRIBUTION 


Chairman—Lyndon Brown, Stewart, Brown & Associ- 

ates. 

Murray D. Lincoln, Ohio State Farm Bureau. 

Donald Montgomery, United Automobile Workers. 

Louis Broido, Exec. Vice-Pres., Gimbel Brothers, 
N. Y. 

Robert T. Browne, Pillsbury Mills. 

E. J. Carroll, Curtis Publishing Company. 

Neil H. Borden, Harvard University. 


3:00 P.M.—Business Meeting 
ISSUES BEFORE THE RESOLUTIONS COMMITTEE 


Chairman—Howard Hovde, Bureau of Foreign and 
Domestic Commerce. 

What is happening in the teaching of marketing and 
how is the necessary postwar expansion of trained mar- 
keting personnel to be brought about? 

To whom should the market research director report 
in a corporation in order that research shall play an 
adequate role in postwar economic reconstruction? 

How should the Association deal with commodity 
specialization among its members and make its work 
as vital as possible to the various groups of specialists? 

(If you are interested in discussing these issues or wish 
to suggest action to be taken by the Association, write to 
Howard Hovde, University of Pennsylvania.) 


Evening Meeting of Committee Chairmen and 
Officers 


President Green called a meeting of com- 
mittee chairmen and A.M.A. officers for the 
evening prior to the conference. Practically 
the entire time of this gathering was taken 
up with reports from committee chairmen 
upon the progress of their groups. It was 
unanimously decided that a similar meeting 
should be held in Chicago prior to the Fall 
meeting and that more time should be al- 
lowed. It is probable that officers and com- 
mittee chairmen as well as chapter officers 
will convene the day prior to the conference 
not only in order that more time can be given 
to important association business but so that 
the officers may be able to attend more of the 
sessions. 


The Business Meeting, Fune 9, 1944 


The meeting convened at 3:25 p.m. with 
President Green presiding. The Secretary re- 
ported that membership was slightly over 
1,300, a gain of over 250 from a year ago, 
and that the National Roster of Membership 
would be mailed within the next two weeks 


together with a Vocational List of Members 
which was prepared this year for the first 
time. 

The formation of the Northern New Jersey 
Chapter, recently organized by a group of 
A.M.A. members in northern New Jersey, 
was announced. 

Arthur Hirose, Treasurer, read his report 
and in the absence of Robert N. King, Busi- 
ness Manager of THE JouRNAL, Mr. Hirose 
read the report prepared by Mr. King. This 
report pointed out that the three issues of 
THE JOURNAL in 1944 will carry 19 pages of 
paid advertising as compared with 133 
pages for the same issues in 1943. Non- 
member paid subscribers totalled 335, 65 of 
which were placed on the books ‘a past 
year. THE JOURNAL had a cash balance on 
hand of $3,425.07, a gain of $313.86 since 
January 1. 

President Green in commenting on the 
financial status of the Association stated that 
while there had been small capital gains 
every year under the careful management of 
Albert Haring, the Association had now 
reached a point at which its objective should 
be to return 100 cents on the dollar to mem- 
bers, rather than the accumulation of further 
capital. 

A new Aviation Committee headed by 
E. E. Lothrop was announced by President 
Green, and he also mentioned two recently 
appointed committees, that on Industrial 
Marketing and that on Marketing Tech- 
niques. 

The following resolution was read by the 
Secretary and passed: 

“The American Marketing Association in 
convention assembled at Philadelphia, June 
9, 1944, hereby goes on record as favoring 
and urging the assistance of the Department 
of Commerce at Washington in acquiring 
statistical data for the guidance of marketing 
activities. This request stems from the con- 
viction that a high level of employment, after 
war requirements have been satisfied, is de- 
pendent on effective distribution of the prod- 
ucts of labor. Marketing can become in- 
creasingly proficient only to the extent that 
it is supported by facts to guide sound judg- 
ment. 
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“Specifically, it is the consensus of this 
organization, which comprises 1,300 market- 
ing practitioners, counselors and teachers, 
that progress in distribution efficiency, and 
maintenance of industrial employment, will 
benefit by the collection and prompt publica- 
tion of the following census data: 


“(a) Census of Manufactures, covering 
the calendar year 1945, which will 
presumably be a year of transition 
from war production to consumer 
goods, with consequent significant 
changes in buying power. 

“(b) Census of Distribution, covering 
wholesale and retail operations dur- 
ing 1945, and supplemented, if feas- 
ible, by data concerning service oc- 
cupations and construction activi- 
ties. 

“(c) Census of Population for the same 
year, in a sample of sufficient scope 
to indicate significant wartime shifts. 


“A Census of Agriculture is obviously desir- 
able, but is here presumed to have had prior 
approval and authorization and to be planned 
to cover the year 1944. 

“Supplementary to the above census proj- 
ects, a properly balanced statistical pro- 
gram involves further releases of current 
statistics on strategic industries, with par- 
ticular regard to inventory data to gauge the 
flow of materials in process. A comprehensive 
program, including this and other elements, 
is understood to have been recommended by 
the Secretary of Commerce and is hereby 
supported by this Association. 

“To implement this official expression of 
the American Marketing Association, the 
Board of Directors will be glad to make avail- 
able an Advisory Committee ,to assist the 
Department of Commerce in the develop- 
ment of census schedules and the field tech- 
niques involved.” 

The President described to the members 
the Directors’ Meeting which was held on 
the evening of June 7 at which various com- 
mittee chairmen were present. 

The Secretary was directed to prepare ap- 
propriate resolutions expressing appreciation 


and thanks to the personnel of the Philadel- 
phia Chapter who had planned and put on 
such a successful meeting. The resolution 
follows: 

“The American Marketing Association ex- 
tends to the officers and members of the 
Philadelphia Chapter its thanks and ap- 
preciation for their most successful sponsor- 
ship of the A.M.A. Spring Meeting ‘“‘Mobili- 
zation for Market Expansion.” The carefully 
integrated program of this meeting and the 
effective organization of the many necessary 
activities and facilities represent a very real 
contribution to all A.M.A. members and to 
the growth of the Association.” 

The Business Meeting was formally closed 
and those attending were resolved into a 
committee as a whole to discuss certain 
questions which had been prepared by 
Howard T. Hovde. One of these concerned 
the place of a market research department 
within a company organization, and a num- 
ber of people in the audience described the 
organizational arrangements in their own 
companies. 

A second question discussed was that of 
marketing teachers and particularly the 
problem of expanding the number of trained 
marketing personnel in the postwar period. 

The third question related to treatment of 
commodity specialization by the A.M.A. in 
such a fashion as to be most helpful to the 
group of members consisting of commodity 
specialists. 

The discussion on all three of these ques- 
tions was essentially exploratory in nature 
and no definite conclusions or recommenda- 
tions were adopted. 


Publication of Philadelphia Papers 


The dates of the Philadelphia meeting 
made it impossible to run the papers in the 
July issue of THE JOURNAL. Since it was felt 
that too much would be lost by delaying 
publication until October, Wroe Alderson 
very kindly volunteered to arrange for edit- 
ing and mimeographing the papers. A pre- 
publication price of $1.00 was set to defray 
a portion of the costs and a postcard order 
form was sent to the entire A.M.A. member- 
ship list. 
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CHAPTERS IN ACTION 
Chicago Chapter 


Officers: 1944-45: President, J. J. Martin, 
Henri, Hurst and McDonald, Inc.; First 
Vice-President, H. L. Porter, Standard Oil 
Company; Second Vice-President, W. C. 
Eldridge, Radio Corporation of America; 
Secretary, S. S. Womer, Industrial Surveys 
Company; Treasurer, W. R. Keir—Libby, 
McNeill and Libby. Directors: S. R. Bern- 
stein, Advertising Age; C. C. Chapelle, C. C. 
Chapelle Co.; R. F. Elrick, Quaker Oats Co.; 
J. H. Fries, Kraft Cheese Co.; J. C. Griffin, 
Wilson and Co.; P. M. Holmes, A. C. Niel- 
sen Co.; H. L. Porter, Standard Oil Co.; S. F. 
Townsend, Business Research Corporation. 
Activities 

The new officers for 1944-45 as listed above 
were announced at the June meeting. 

As readers of this issue of THE JOURNAL 
are aware, most of the papers have been pre- 
pared by members of the Chicago Chapter. 

A second major undertaking of the chapter 
is the sponsorship of the A.M.A. Fall Meet- 
ing as was announced in the first part of the 
Notes. The dates are November 30 and De- 


cember 1 and the place is the Edgewater 
Beach Hotel. 


Michigan Chapter 


Officers: 1944-45: President, Vernon E. 
Nickel, Nash Kelvinator Corp.; First Vice- 
President, E. Howard Gault, University of 
Michigan; Second Vice-President, Lyndon 
West, Detroit Free Press; Secretary-Treasurer, 
W. B. Manchester, Crowley Milner and 
Company. Directors: Joseph F. Wright, Fred 
M. Randall Company; Albert J. Kleffman, 
Solventol Chemical Products, Inc.; Dexter 
Ware, J. L. Hudson Company. 

The new officers listed above were elected 
in June and have already initiated plans for 
the coming season. A questionnaire was sent 
to the membership regarding program pref- 
erences and a program plan for the entire 
year has been developed. 

The program committee is headed by E. 
Howard Gault (University of Michigan) 
with Donald J. Gould (Ross: Federal Re- 


search) as vice-chairman. Other members in- 


clude Fred Black (Nash-Kelvinator Corp.), 
Robert Arkell (J. L. Hudson Co.) and L. J. 
Malecek (Crowley-Milner and Co.). 

R. W. Oudersluys (Commercial Services, 
Inc.) is chairman and Spencer P. Baker 
(Market Surveys) is vice-chairman of the 
membership committee. Others on this com- 
mittee are W. J. Maledon (J. L. Hudson Co.) 
and A. L. Bogue (J. O. Buckeridge and As- 
sociates). 

The promotion and publicity committee 
consists of chairman Lyndon West (Detroit 
Free Press), vice-chairman J. W. Wright 
(Fred M. Randall Co.), Hugh McMillan 
(Detroit News) and Oliver Baker (Automo- 
tive Council for War Production). 

The ways and means committee has charge 
of meeting arrangements and associated 
activities. Its members are Robert Breiten- 
bach (Chamberlin Metal Weather Strip Co.), 
E. G. Bower (Nash-Kelvinator Corp.), with 
Dexter Ware (J. L. Hudson Co.) as vice- 
chairman and Albert Kleffman (Solventol 
Chemical Products, Inc.) as chairman. 


New England Chapter 
Officers: 1944-45: President, Gerald B. 


Tallman, Massachusetts Institute of Tech- 
nology; Vice-President, Wilfred E. Booth, 
The Foxboro Co., Foxboro; Secretary, George 
G. Phair, W. F. Schrafft & Son Corp.; 
Treasurer, Harold P. Smith, U. S. Depart- 
ment of Commerce. Directors: Ralph R. 
Butler, Kendall Mills, Walpole; Daniel 
Bloomfield, Retail Board of Trade; M. 
Leonard Hersey, Socony Vacuum Oil Co.; 
H. Gordon Scowcroft, Lever Bros. Co.; Allen 
W. Rucker, Eddy-Rucker-Nichols Co. 

The officers and directors elected, as listed 
above, for 1944-45 were announced at the 
June meeting. 


Meetings 
At the May 16th meeting, Mr. Richard L. 


Schoenberger, Industrial Designer, associ- 
ated with Van Doren, Nowland, and 
Schladermundt, spoke on an advanced con- 
ception of industrial designing of consumer 
products, wherein balance between product 
efficiency, appearance, and manufacturing 
practicability is achieved. 
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Local radio as an advertising and sales 
medium was discussed at the June 20th meet- 
ing by Mr. Paul Hoag, Vice-President, and 
Mr. Alfred W. Bollinger, Account Executive 
of Badger and Browning, Inc., and Prof. 
C. H. Sandage of Harvard Business School. 

Mr. Hoag and Mr. Bollinger discussed 
various types of programs and methods of de- 
termining the effectiveness of each kind for 
the small local advertisers, and demonstrated 
some effective spot broadcasts with tran- 
scriptions. 

Professor Sandage, who has been in 
charge of the Harvard Radio Study, de- 
scribed some of his findings as to the char- 
acter of use, degree of success and the 
factors essential to success, of radio adver- 
tising by smaller local establishments. The 
complete story of Professor Sandage’s find- 
ings in the above-mentioned study is to ap- 
pear in book form at an early date. 

At the business session of the June 20th 
meeting, the members of the New England 
Chapter voted to extend an invitation to the 
national officers to hold the Spring—1945— 
Conference in Boston. 


Luncheon-Discussion Groups 


The three luncheon discussion groups, or- 
ganized in March to discuss various aspects 
of postwar planning, product development, 
sampling and statistical procedure, held their 
meetings with such success that it was de- 
cided to hold combined meetings through the 
summer, even though no summer meetings of 
the chapter have been held heretofore. 


Personnel Items 


Professor C. H. Sandage, who has been 
Visiting Professor of Business Research at 
the Harvard Business School, is now Direc- 
tor, Institute of Transit Advertising, 400 
North Michigan Ave., Chicago, Illinois. 

Mr. Leonard Hersey, of Socony-Vacuum 
Oil Co., Cambridge, is on special assignment 
to the New York office of the same company 
at 26 Broadway. 

Ross Cunningham has taken on additional 
duties as Assistant Fiscal Officer, Division of 
Industrial Cooperation, M. I. T. 

William R. Winsor, heretofore Market 


Analyst for Socony-Vacuum Oil Co. at 
Cambridge, Mass., has been appointed head 
of Sales Analysis and Market Research for 
Northeastern Distributors Inc., 588 Com- 
monwealth Ave., Boston. 


Northern New Fersey Chapter 


Officers: 1944-45: President, Franklin 
Fader, National Oil Products Co., Harrison; 
Vice-President, R. Deane Freeman, Rubber- 
set Company, Newark; Secretary, Elsa 
Zumpe, National Oil Products Co., Harrison; 
Treasurer, Dr. M. R. Neifeld, Beneficial 
Management Corp., Newark. 

The most recent addition to A.M.A., The 
Northern New Jersey Chapter, was organ- 
ized in the spring of 1944. It has 23 members 
—17 full members and 6 associate members. 
The chapter holds dinner meetings at 6:30 
P.M. on the last Monday of each month at 
the Newark Athletic Club. The membership 
fee is $5 ($2 for balance of ’44). 

Committee Chairmen are as _ follows: 
Membership, Col. E. C. Stover, Chas. Dallas 
Reach Co., Newark; Program, Joseph C. 
Bevis, Opinion Research, Princeton; Pud- 
licity, Everett H. Cargen, Jr., Wright Aero- 
nautical Corp., Paterson. 


Meetings 


The first meeting was called on April 24 
and devoted to discussion of organization 
and future activities. The second meeting 
held on May 22 was devoted in part to the 
election of officers, and the remaining time 
devoted to a discussion of “Consumer 
Markets” led by Arthur Hirose, Director of 
Promotion and Research, McCall Corp., 
New York. 

On June 26 John Shepherd, Research 
Director of Esquire magazine, spoke briefly 
on the subject “How the Return of the 
Soldier May Affect Your Business.” His talk 
was followed by an extended discussion 


period. 
Philadelphia Chapter 


Officers: 1944-45: President, Donald M. 
Hobart, The Curtis Publishing Co.; First 
Vice-President, Lawrence C. Lockley, E. I. 
du Pont de Nemours & Co., Inc.; Second 
Vice-President, Roland G. E. Ullman, the 
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Roland G. E. Ullman Organization; Secre- 
tary, William F. Buehl, McGraw-Hill Pub- 
lishing Co., Inc.; Treasurer, Irving W. 
Wilder, Henry Disston & Sons, Inc. Directors: 
1944-46: Casilda V. Atkinson, Farm Fournal, 
Inc.; Walter A. Fox, Fox & Mackenzie; 
Wroe Alderson, Wroe Alderson Associates. 
Directors: 1944-45: Harold P. Alspaugh, 
RCA Manufacturing Co., Inc.; William B. 
Ricketts, N. W. Ayer & Son, Inc.; James H. 
Robins, American Pulley Co.; C. H. H. 
Weikel, Bethlehem Steel Company; John R. 
Whitaker, American Stores Co.; Immediate 
Past President and Director—Franklin R. 
Cawl. 

Officers and directors for 1944-45, as 
shown above, were elected at the business 
meeting of the Philadelphia Chapter on May 
16. 


Meetings 


H. H. MacLean, Manager, Retail Stores 
Division, Scripps-Howard Newspapers, and 


Vernon Brooks, Director of Advertising, New 
York World-Telegram, addressed the May 
16 meeting. MacLean discussed with slides 
the “Pattern of Postwar Planning for Re- 
tailers,” a study which Scripps-Howard 
Newspapers have recently made through in- 
vestigation among 6,000 department store 
customers in thirteen cities. 

Vernon Brooks discussed with charts the 
technique used in the well-known World- 
Telegram ““New York Market Merchandise 
Inventory” panel study of grocery stores, 
which has been running several years, and 
the typical data derived from it. 

Herbert Metz, Sales Manager, General 
Lamp & Lighting Division, Graybar Electric 
Company, Inc., New York City, spoke on the 
subject “Distribution after the War” before 
the regular monthly meeting on June 20. Mr. 
Metz covered the part played by the elec- 
trical wholesaler in the merchandising of 
electrical products. 








